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HONGKONG’S CROSS HARBOUR TUNNEL 


The study of scheme for the Tunnel by Mr. 
Lawrence Kadoorie published in this issue together 
with the report of his earlier exposition six months 
ago to the Rotary Club are the only really con- 
sidered and constructive attempts made in public to 
thrash out the Tunnel proposal despite its great and 
perhaps vital interest for the development of the 
Colony. 


There have been letters in the press and 
effusions at Company meetings, but they have been 
mostly concerned with expressions of view on 
limited aspects and mainly the views of those whose 
longtime horizon was prescribed by the limits of 
their temporary interest in the Colony or whose 
fear of taxation in the next few years precluded 
their appreciation of the harvest to be gained by 
future development. Mr. Kadoorie, however, repre- 
sents a comprehensive interest in the economic. 
financial and commercial life of the Colony which 
are of a permanent character, and his views are 
those of a man who, while appreciating progress 
hitherto, does not believe in a static community, but 
continuing progress. 


There is sitting a committee appointed by Gov- 
ernment to study and report on the Tunnel Scheme. 
Undoubtedly they may be considered to have follow- 
ed the usual and essential practice of public com- 
mittees of asking for useful suggestions and cri- 
ticisms especially from members of the public who 
have shown the interest which Mr. Kadoorie has. 
Without such consideration their report would na- 
turally be incomplete and unacceptable. The study 
presented by Mr. Kadoorie in his two published 


articles are necessarily in outline only, but they 
show evidence of a deep and long study of the 
problem to which justice can be done only by a 
turther examination of his proposals by a group of 
experts. 


The examination of the scheme may be concern- 
ed mainly with three points, (1) the practicability 
of a tunnel from an engineering point of view; (2) 
the need for a tunnel; and (3) how it is to be 
financed. There is no doubt about the engineering 
side of the question. The experts’ report te Govern- 
ment has confirmed its practicability. As to the 
need one must assume the inevitability of the ex- 
pansion of the population, of industry, and of the 
development especially of the new territories and 
adjacent islands. {t is almost unbelievable, and in- 
deed unexampled in modern civilized communities 
for two large towns each of over a million and a 
quarter inhabitants to face each other and depend 
for the transpert not only of persons but of food, 
raw material, and goods upon the narrow bottle- 
neck of the lines of sea transport between them, lines 
that are vulnerable to storms and typhoons. A bold 
planning of the Colony’s future transport network 
is a necessity—now. Such pianning does not mean 
the superseding of the present excellent ferry ser- 
vice, but supplementing them in a scheme in which 
they may themselves participate in a comprehen- 
sive transportation corporation with a common 
direction and purpose—backed, as a public utility 
ef this dimension should be, by Government support. 


The payment plan outlined by Mr. Kadoor‘e 
should abolish the fears of extra taxation. The 
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THE TUNNEL SCHEME AND THE DEVELOPMENT 
OF HONGKONG 


By Lawrence Kadoorie 


Six months ago I was privileged to give a talk 
before the Hongkong Rotary Club and chose as my 
subject a Trans-Harbour Tunnel for Hongkong. In 
the course of my talk I endeavoured to show how 
such a project would affect the lives of the vast 
majority cof our population, how rapid road ctrans- 
port between Hongkong and Kowloon would in- 
tegrate the amenities offered to the public, how new 
areas would be opened up for development with a 
consequent tendency to equalise land values, and 
how business would benefit materially from the 
avoidance of costly de!ays in cartage and trans- 
portation charges. I mentioned that Messrs. Mott, 
Hay and Anderson, the experts consulted by Govern- 
ment, had stated in their report :— 


“We are satisfied there would be no engineering 
difficulty in the construction of a tunnel,” and “we do not 
consider the tunnel would seriously add to the traffic con- 
gestion even at peak periods.” 


I made so bold as to suggest that the tunnel 
contemplated in their report could be improved by 
having two additional outlets, thus enabling diver- 
sion of traffic underground, and avoidance of the 
need for all vehicles to pass through the centre of 
the city. JI advocated a termina! garage and service 
to the central district by public transport, thus mak- 
ing parking in the business area a thing of the past, 
as it is now in the city of London and downtown 
New York. I assumed that my more compr2hen- 
sive scheme would raise the cost of the tunnel from 
the estimate of $161,000,000 given in the experts’ 
report to approximately $240,000,000, and _ en- 
deavoured to show that this sum could be recovered 
from tolls, bus passenger tickets and parking fees 
in a period of less than 15 years. 


I inferred the project could be financed without 
recourse to additional taxation and that the cost 
could be spread over a period by means of a loan 
which could be so flexible as to bring the ferry 


only expense Government may have to consider is 
in the initial stages in that about a million dollars 
at most may have to be applied as interest on the 
bends issued by the Corporation. The proposal for 
the establishment of a Hongkong Transport Board 
is one that should commend itself to Government 
and the public as a measure that is not only timely 
but essential for the solution of the urgent problems 
of traffic and transport, and Mr. Kadoorie’s broad 
scheme embraces the bringing together and co-opera- 
tion of the transport services in a mutually bene- 
ae plan that deserves the most careful considera- 
ion. 


companies into partnership and, if so desired, land 
transport companies as well. My talk was frankly 
imaginative and invited criticism. It got it—both 
constructive and destructive, in prose and in verse. 


Perhaps the following comments may help to 
clarify the issue. To those who have stated that 
other projects such as hospitals, schools, housing, 
etc. should take precedence, I would draw attention 
to the essential difference between projects which 
involve heavy recurrent expenditure costing the tax- 
payer money, and those in the nature of an invest- 
ment bringing in revenue. In a growing community 
such as ours, it is of the utmost importance that a 
proper balance be maintained between the two. 


From the financial angle, we should ask whe- 
ther a toll tunnel is a practical and economically 
sound investment we can afford to ignore. If it is 
of value to the community and a paying proposi- 
tion, capital and interest will soon be refunded and 
the project will then become an important factor in 
financing other public works, thus preventing the 
need for higher taxation. 


History has shown that this has been the case 
elsewhere with similar projects. To cite but a 
few:— The Bay Bridge and Yerba Buena Island 
double-deck tunnel, between San Francisco and 
Oakland, was opened to traffic in 1936. In spite of 
the progncstications of those who felt that a bridge 
to the moon would be equally practical, the project 
proved a great success. The scheme cost in round 
figures US$80,000,000, and was completely paid for 
by 1950. In spite of progressively reduced toll 
charges, actual revenue far exceeded estimates and, 
after allowing for maintenance, this project now 
provides between six and seven million dollars an- 
nually, which is used to help in financing like under- 
takings. 


The success of the Bay Bridge was so far in 
excess of expectaticns that the California Toll 
Bridge Authority was not slow to embark on the 
construction of the Golden Gate Bridge. Here again 
opposition was met. People of little faith and un- 
awakened vision scoffed at first. Some feared that 
the bridge, if built, would not pay and would be a 
heavy burden on the taxpayers. Actually, the 
Golden Gate Bridge was built and opened to traffic 
in 1937. It has paid its own way from the start 
and met financial obligations as they became due 
out ef toll revenues without costing taxpayers a 
cent. Today, the Golden Gate Bridge is a great 
financial success, with approximately US$14,000,000 
accumulated in reserves for any emergency. 
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You have outstanding examples of successful 
projects along these lines in any number of toll faci- 
lities, such as toll roads and turnpikes, toll cunnels 
and toll bridges, throughout the United States. The 
California Toll Bridge Authority is now building 
the Richmond-San Rafael Bridge (scheduled to be 
opened in July of this year), the Carquinez Strait 
Bridge, and possibly the Southern Crossing Bridge 
between Alameda and San Francisco, at a total cost 
of approximately US$500,000,000. The Port Au- 
thority of New York, which operates the George 
Washingtcn Bridge, Bayonne Bridge, Goethals 
Bridge, Outerbridge Crossing, the Hollend Tunne! 
and the Lincoln Tunnel; the State cf Maryland Road 
Commission, operating the Susquehanna River 
Bridge, Potomac River Bridge, Chesapeake Bay 
Bridge and the Patapsco Tunnel at Baltimore; and 
several other States have found by experience that 
in toll facilities they have an invaluable media for 
collecting painlessly and efficiently huge revenues 
fcr the construction of permanent improvements for 
the benefit of the population in general. 


This is not only the case in the United States. 
Many other projects of a like nature could be cited. 
To mention only a few:— In England the Mersey 
Tunnel has proved such a success that a second tun- 
nel is contemplated. In Belgium the road tunne! 
at Antwerp paid for itself before the anticipated 
time. The tubes and undergrounds of London, th: 
subways of Paris, New York and Moscow were all 
at one time “pipe dreams.” Their present reality 
forms an essential part of the life of the cities in 
which they are situated. 


Returning to Hongkong—and for the purpose 
of this article I should like to stress that the Hong- 
kong taxpayer is synonymous with Government— 
we are faced with the following question: In view 
of Hongkong’s great expansion and the experts’ 
report, is the tunnel project desirable? If so, how 
are we to bring it about? Assuming that after fur- 
ther investigation the answer is in the affirmative, 
how can we finance the project? Let us study some 
of the alternatives. 


DIRECTLY FROM CURRENT REVENUE 


This is the method usually adopted for P.W.D. 
projects in Hongkong. It has the merit that the 
tunnel would be paid for on completion, thus giving 
the tax-payer (Government) the full benefit of all 
revenue derived from its operation. On the other 
hand, the allocation of large sums from current re- 
venue to the construction of a tunnel would reduce 
the amount available for other projects, such as 
low-cost housing, hospitals and schools, and the ac- 
cumulation of large reserves which are held outside 
the Colony. These reserves at present total ap- 
proximately HK$450,000,000. Direct financing and 
public ownership also puts Government into com- 
petition with certain undertakings which are pro- 
viding it with part of its revenue, a policy the import 
of which goes far beyond the scope of this article. 
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CORPORATE FINANCE 


Government might consider it worth while to 
underwrite a trans-harbour corporation for the pur- 
pose not only of financing che tunnel and other 
allied projects such as terminal garages and special 
trans-harbour buses, but possibly also to take over 
shares in the existing transportation companies. 
Funds could be raised graduaily by the issue of 
bonds by the corporation, redeemable after say 20 
years, or upon expiry of the present franchises 
granted to the ferry companies. These bonds would 
be secured against all revenue from vehicular tolls 
and property and concession rentals. As surely as 
the Peak Tram affected* the sedan chair. and as 
the motor car affected the Peak Tram, so have the 
ferries affected the “walla-wallas,”’ and so will the 
tunnel affect the ferries. Progress there will be. 
Our prcblem must be to effect the transition with 
a minimum of disruption or hurt to those who have 
had the courage to support progressive projects 
which have done so much to benefit the Colony. 


Also, I am sure we all agree that every effor* 
should be made to avoid any increase in taxation. 
I have given the matter much thought and suggest 
the following as a basis for a practical and possible 
methcd of meeting our requirements. (1) Govern- 
ment tc underwrite a trans-harbour corporation with 
a substantial capital, to be issued gradually as and 
when required in the form of self-liquidating re- 
venue bonds, secured in the first instance against a 
toll schedule drafted to meet the financial require- 
ments, then against surplus reserves of Government 
funds at present invested abroad. (2) The Board 
of Directors should consist of a majority of Govern- 
ment members, under the chairmanship of the 
Financia! Secretary. (3) The corporation would 
be empowered to issue Class A and Class B bonds 
for cash or in exchange fer shares in transportation 
companies, and to finance the trans-harbour-: tunnel 
and other allied projects, such as terminal garages, 
ete. (4) All bonds would be issued at par and 
would be free of tax. They would be redeemable 
over a period of 20 years, or upon expiry of the 
present franchises granted to the ferry companies. 
(5) Government would undertake to redeem Class 
A bonds at any time at HK$95 per unit of HK$190. 
These bonds would carry interest at 4% and would 
be accepted at face value for payment of certain 
forms of taxation and/or death duties. (6) Class 
B bonds would carry interest at 5% per annum and 
would be redeemed at a fixed date only. (7) 
Initially, the average market value as quoted on the 
Stock Exchange for shares of the ferry companies 
during the twelve months period prior to the forma- 
tion of the trans-harbour corporation could be adopt- 
ed as a basis for exchange of these shares for bonds. 
Later, the rate could be changed at the discretion of 
the Board of the corporation. 


Such an arrangement should prove attractive 
in that it would give shareholders the following al- 
ternatives:— (a) to retain their shares in the ferry 
ccmpanies if they so wished; (b) to exchange them 
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for bonds in the corporation, giving a tax-fr2e in- 
vestment and earning a steady 4‘, which could at 
any time be turned into cash or used as a reserve 
for the payment of certain taxes or against death 
duties. The corpcration would enable the public to 
participate with Government in the deveiopment of 
the Colony. Its bonds would provide a safe outlet 
for the investment of trust funds. thus releasing 
tied-up capitai to help Government finance public 
projects. In view of the special conditions attach- 
ing to the bonds, there should be no difficulty in 
maintaining their market value, and their popularity 
should be such as to relieve Government of the need 
to allocate substantial sums from revenue to meet 
construction costs. 


If Government desired a broader participation 
variations which could be considered would be:— 
(a) to make the bonds redeemable in Hongkong 
dollars, transferable sterling, or U.S. dollars, at the 
holder’s option; (b) a form of premium bond 
carrying a lower rate of interest but redeemable by 
annual drawings at a premium over the 20-year 
period. 


Other sources of finance could well be the 
Colonial Development Fund cr a loan of part of the 
funds required from the World Bank, which has 
shown interest in maintaining employment and a 
good standard of living in the Orient. The possi- 
bility of interesting the construction company 
awarded the contrac: fcr building the tunnel in 
accepting bonds redeemable at a fixed date as pari 
payment for their services should also not be over- 
looked. The ultimace success of the tunnel project 
may well depend on the ability of the Hongkong 
Government to raise part of the necessary funds in 
international money markets. With our Govern- 
ment’s reputnition for sound finance, and if the right 
approach is made, this shculd not be too difficult. 


It would, of course. be necessary for Govern- 
ment to meet interest charges and such redemptions 
of Class A bonds as migh¢ be called for during the 
period of construction of the tunnel. It should not 
be impossible to set aside from revenue, and if neces- 
sary from reserves, sufficient funds to mee: such 
payments. The suggested corporation would allow 
for the setting up of a Hongkong Transport Board 
to include all forms of public transportation on 
lines similar to those of the Port of New York Au- 
thority and the London Transport Board. 


Space limits further conjecture. The views I 
have expressed are my cGwn. Our vision must not 
be clouded by a fear of world-shattering events over 
which we have no control and which will probably 
never take place. Let us remember that we are 
an integral part of the two and a half million people 
who have made Hongkong their home, and let us 
seek what is best for the population as a whole. 
Let us have vision to see, faith to believe, and courage 
to do. 
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ECONOMIC REVIEW OF MALAYA, SINGAPORE 
AND BRITISH BORNEO 


Missions to London: Although delegations from both 
Malaya and Singapore have visited London recently, their 
purposes were rather different: whereas Singapore’s de- 
mands are for internal self-government only, Malaya will 
not be satisfied with anything less than independence. 


Mr. Marshall discusses the agenda: Mr. Marshall visited 
London to discuss the agenda for the April conference to 
be held in London on the working of the Singapore con- 
stitution: problems to be discussed will include a definition 
of internal self-government, as well as a date for its intro- 
duction, and the structure of the Legislative Assembly. Mr. 
Marshall wishes the number of elected members, now 25, to 
be doubled by 1957. Other questions which will undoubted- 
ly be raised are the future of the civil service, external 
defence and ielations, Singapore citizenship and the intro- 
duction of multilingualism in the Assembly. Mr. Marshall 
obtained permission to increase the number of appointed 
Ministers, in order to allow for a Minister of Commerce and 
Industry to relieve the Chief Minister of some of his respon- 
sibilities. 

Malayan Mission in London: The Malayan mission, led 
by Tengku Abdu! Rahman, conferred with the Secretary of 
State for the Colonies in London. While the United King- 
<lom agree to the Malay administration of the police force, 
it will insist retention of Commonwealth troops in Malaya 
compatible with independence. 


Partnership proposal rejected: The quest for new 
status by both Malaya and Singapore has led to further con- 
sideration of the relation between the two. Mr. Marshall’s 
Suggestion that the Federation and Singapore should make a 
joint request for dominion status was discouraged by Tengku 
Abdul Rahman, who nevertheless said he would welcome 
Singapore as a member State of the Federation; this was not 
suitable to Singapore and indeed it would be difficult at this 
point to find a solution agreeable to both parties. The 
Malays are unwilling to accept Singapore’s large Chinese 
population, and it is their disapproval which is complicating 
the citizenship question raised by Mr. Marshall. On the 
other hand, Singapore would not wish to share in the burden 
of emergency expenditure. The introduction of budgets re- 
cently has, however, emphasised the need for greater co- 
ordination of policies at least in financial matters. 


Mr. Marshall loses majority: Mr. Marshall’s bare ma- 
jority—he held 18 votes out of a total of 34—was lost, 
following the defection of two of his supporters after the 
first annual conference of the Labour Front. The budget 
was passed thanks to three votes by Independent members, 
and it appeared at first that Mr. Marshall’s loss might not 
be so important owing to the diversity of opinion within 
the opposition. Since then, however, the right wing parties 
have agreed to amalgamate under the title of the Liberal- 
Socialist party, which will command six seats and it is 
thought, will be supported by some Independent members. 


The above review was compiled by the Economist Intelligence Unit. 
London, who are issuing on practically every country in the world quarterly 
reports together with voluminous statistics and charts and geographic maps. 
Interested persons or organisations may enquire for subscription rates and 
other services to be supplied by the Economist Organisation either directly 
to the head office: The Economist Intelligence Unit, 22 Ryder Street, Lon- 
don, S.W. 1; or to the Hongkong representative, Mr. Eric E. Halpern, 322 


Queen’s Building, Hengkong. 


This party calls for a union of Malaya, Singapore and the 
Borneo states, and believes in free trade, a relaxation of 
controls, the improvement of transport, and the setting up 
of secondary industries. Further defections from Mr. Mar- 
shall’s Labour Front are possible. 


Transport strikes: Strikes in the last quarter were con- 
centraved in transport: the strike of the Singapore Traction 
Company, whose buses serve the centre of the city, started 
on September 27th, and work is still not resumed. A Court 
of Inquiry has been set up to suggest terms for a reasonable 
settlement. The transport problem was further complicated 
by a strike among the 12 Chinese-owned bus companies which 
lasted for some three months, involving 1,600 workers. In 
addition, 300 field workers on telephone lines were out for 
six weeks. 


Labour position improves on the whole: From January 
to November 1955, 271 strikes took place in Singapore in- 
volving more than 50,000 workers and with the loss of 800.- 
000 working days—that is, six times as many as were lost 
in 1954. However, in spite of the transport strikes, there 
has been some improvement lately, and efforts are being 
made to ensure that this is permanent. Hours of work have 
been reduced to 44 a week and 28 days sick leave with pay 
are assured. A commission will be set up to examine the 
whole field of minimum living standards and to inquire into 
the setting up of unemployment insurance, minimum wages 
and other social security measures, and an expert from the 
ILO will spend a year in Singapore studying these problems 
while a retired British Trade Union official will stay three 
months to advise on industrial relations. 


Peace Talks fail: The amnesty for the communist in- 
surgents cannot be considered successful: while several areas 
were declared safe, the rate of surrender has, if anything, 
slowed down and terrorist activity has not diminished. The 
peace talks held between Chin Peng, the Malayan Com- 
munist Party’s secretary, and the Tengku Abdul Rahman 
with Mr. Marshall, broke down on Abdul Rahman’s refusal 
to recognise the Communist Party in Malaya and on his in- 
sistence on the investigation of those who laid down their 
arms. The amnesty was withdrawn on 8th February, and 
military operations against the communists have been in- 
tensified. 

Economy prosperous, thanks to rubber prices: Higher 
rubber prices led to prosperity in Malaya in 1955: rubber 
exports which rose both in value and volume, played a large 
part in increasing total exports; imports consequently in- 
creased, but the imposition of the anti-inflationary cess help- 
ed keep them comfortably below exports so that a trade 
surplus was earned—in the first eleven months of this year 
—in place of last year’s deficit. Production of the main 
export commodities increased, while industries depending 
largely on the home market expanded. Government re- 
venues were swelled by increased import and export duties, 
so that budget deficits were converted into surpluses and it 
was possible to press ahead with development plans. 

This prosperity is not without its dangers as is illus- 
trated by the fall in rubber prices from mid September to 
the beginning of November, to levels which were still, how- 
ever, well above those of 1954. The rubber export duty, 
which yielded M$24 million in September, fell to M$17.3 
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million in October, (US$5.7 million) although it revived to 
M$20.8 million in November as prices rose again. Through- 
out October there were complaints that markets were slower 
and appeals to modify the anti-inflationary cess. However, 
tiade became quicker again in the last 2 months of the year. 
It is bclieved that the price of rubber will be maintained 
at least through the first quarter of this year, so that the 
economy should remain prosperous. 


Rubber price prospects good: The last quarter of 1955 
saw some improvement in 1ubber prices: the fall of mid 
September was arrested at the beginning of November, and 
prices started rising owing to a squeeze in the supply of 
RSS No. 1 in Singapore, shortage of the same grade for 
early delivery at New York, and intensified speculation. By 
the end of 1955, the spot price of No. 1 sheet had reached 
3s. 1d compared with 2s. 48d. at the beginning of the year. 
In the last three weeks prices have again weakened owing 
to speculation in Singapore, and the price is now 2s. 8d. for 
No. 1 spot—that is, only one penny above the price last year 
at this time. 

The position, at least in the short run, is, however, 
basically sound: consumption usually reaches its peak around 
the earlier months of the year when production is at its 
seasonal lowest. Demand from the United States, the 
U.S.S.R. and Western Europe is expected to remain high 
during the next quarter and it is reported that Russia has 
again entered the Singapore market. The longer term pro- 
spects cannot be considered so favourable: on the demand 
side, motor car output in both the United States and the 
United Kingdom may fall off this year as stocks increase, 
while on the supply side, synthetic rubber is expected to 
play an even larger part in the total rubber supply, as it is 
doubtful if there can be any material expansion in natural 
supplies this year. On the whole, then, prices are expected 
to be firm in the earlier months of the year, but this may 
be followed by an easing in the second half, although there 
seems to be no reason to expect a sharp break in prices. 


Higher rubber production in 1955 


Rubber Production in Malaya (long tons): 
54,835; First ten months 524,822. 


September 56,190; October 


Although production of rubber in the first ten months 
of 1955 increased by 49,866 tons over production in the 
same period of 1954, production by both estates and small- 
holders fell off in October of 1955 compared with Septem- 
ber. The greater fall came from smallholders, as heavy rain, 
particularly in North Malaya, resulted in tapping being con- 
fined largely to the afternoons. 

During the past year, terrorist activities have con- 
tinued to affect the efficient working of several planta- 
tions, and while the government promise of all-out war may 
reduce this, there still remain obstacles to increased estate 
production. For example, there is a shortage of Chinese 
and Indian tappers who have migrated to small-holdings 
owing to the present high price of rubber, and planters have 
enlisted the help of the Labour Department in trying to 
bring in more Malays. The shortage is expected to persist 
for some time. 


Progress with re-planting schemes: Long run produc- 
tion prospects have been improved by progress with the rub- 
ber re-planting scheme. The Federation government ap- 
proved the allocation of $M27.5 million (US$8.9 million) 
out of the total sum of $M112 million which is being made 
available for small-holder replanting. The first allocation 
of $M5 million is for the setting up of a pool of planting 
material in order to ensure adequate supplies for all small- 
holders while $M22.5 million will be made available for 
additional assistance to small-holders who own less than 30 
acres, but who have already replanted and proved their 
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ability to keep their areas up to standard. In Selangor, 
alone, applications covering 3,000 acres were received within 
a week of the registration books being opened, but it re- 
mains to be seen how many of these applications are in 
good faith. 

Progress is also being made with plans for the distribu- 
tion of $M168 million (US$54.2 million) to aid estate re- 
planting. Information so far available shows that the estate 
scheme will be administered by a six man Board. Estates 
seeking grants must satisfy the council that they are planting 
approved types of high-yielding rubber, and that these are 
being well maintained. Estates will have to apply annually 
for the grants which will be $M150 per acre in the first 
year, $M100 per acre in the second year, and $M50 in the 
third, fourth and fifth years. While some flexibility in the 
time and amounts of payments is to be allowed total pay- 
ments may not exceed $M400 per acre. Provision is to be 
made for inspection. This scheme should add much to the 
replanting which is already going on, such as that of Dun- 
lop Plantations, which are now engaged in a scheme which 
will cost £5.5 million and should be completed in 1962. 


While these benefits will be felt in the long run, the 
current high price of natural rubber and the interest being 
displayed in synthetic rubber have stimulated special in- 
terest in re-planting and new planting plans at the present 
time; the announcement that the United Kingdom is to 
import 70,000 tons of synthetic rubber from the United 
States in 1956 has caused much concern in Malaya. At 
present the amount of land made available for rubber cul- 
tivation is controlled by the government, and there has re- 
cently been pressure from Chinese rubber growing cirlcles 
to allow increased exploitation of jungle land. 


Tin prices expected to increase further: The price of 
tin rose sharply from £7483 (cash price per ton) at the 
end of September to £805 on 28rd January. Except for 
some uneasiness in the market in the middle of January this 
has been a steady increase and reflects an increasing tight- 
ness in the supply and demand situation. 


This tightness comes from United States stockpile 
policy: during 1954 the stockpile intake was 23,000 tons of 
tin-in-ore, while the surplus of world supply over commer- 
cial demand was about 16,000 tons. So long as this policy 
continues tin prices should continue their increase, aggra- 
vated in the short run by strike losses in Nigeria, flood losses 
in Malaya and a falling off in Indonesian shipments. United 
States stockpiling is expected to end in June, however, with 
the closing of the Texas Smelter. Before that time, surplus 
supplies should have been released on to the world market. 


Production of Tin-in-concentrates (long tons) 


October November First eleven months 
1954 1955 1954 1955 1954 1955 
5,083 5,273 5,283 4,993 55,425 56,155 


Production of tin in the first eleven months of 1955 was 
above the level for the same period of 1954, and output in 
October showed a particular increase over 1954. The ex- 
pansion was due to the opening of new mines, and to dredg- 
ing operations. At the end of October 766 mines were 
working—four more than at the end of September. The 
flooding of several mines owing to prolonged and exceptional- 
ly heavy rains resulted in a big drop in November’s produc- 
tion, but the threatened Petaling tin strike was averted, 
which improves prospects for production in later months. 
Production of tin metal has also shown an increase from 
65,450 tons in the first eleven months of 1954 to 65,702 
tons in the same period of 1955. 


A pessimistic forecast for the industry was given by 
the retiring Chief Inspector of Mines, who said that Malaya 
could not count on finding much more rich tin-mining land, 
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but must concentrate on further prospecting of 


poorer 
lands. 


Other minerals show improvement: Production of iron 
ore continues to increase: 399,000 tons were mined in July 
and August of 1955 compared with 288,000 tons in the same 
period of 1954. Thie production of coal, which fell off in 
the third quarter of 1955 compared to the same period of 
1954, revived later: in October and November 1955, 35,600 
tons were produced, or 6,031 tons more than in the same 
period of 1955. Bauxite also showed an improvement, 
from 36,000 tons in October and November 1954 to 45,360 
tons in the same period of 1955. Recently an agreement 
was reached between Ramunia Bauxite of Singapore and 
South-East Asia Bauxite, which calls for mining and pro- 
cessing at a minimum of 40,000 tons a year, with provision 
for larger quantities if required. This should improve pro- 
spects for increased production. 


Timber: coconut and palm productions: poultry: 
Output of sawn lumber increased from 308,000 tons (of 
50 cubic feet) in the first seven months of 1954 to 363.200 
tons in the same period of 1955, and prospects for further 
expansion are good: following proposals made by the World 
Bank mission, plans are being made to mechanise the in- 
dustry and improve marketing facilities. It is thought that 
Malayan timber will be suitable for use as building boards. 
There has been a remarkable expansion in the poultry in- 
dustry since the introduction of anti-ranikhet vaccine in 
1947. Electrical incubation is widely used and it is esti- 
mated that more than 30,000 chickens are hatched daily. 


INDUSTRIAL DEVELOPMENT 


On the whole, industrial production has reflected the 
rise in incomes and demand: an exception is remilled rubber 
including smoked sheet which shows a decline in production 
from 95,400 tons from January to July 1954 to 83,500 tons 
in the same period 1955. This decline is caused by de- 
creased production in the low grade remilling industry in 
Singapore and is a consequence of prohibitions on the ex- 
port of low grade rubber from Indonesia. While there may 
have been some improvement later in the year the longer 
term prospects for this branch of the industry are not good. 
However, almost every other branch of the remilling indus- 
try has done well. 


Production of consumer goods such as ice cream, soap, 
soft drinks and sugar confectionary increased, and 755,000 
cases of canned pineapple were produced in the first seven 
months of 1955, 68,400 mfore than in the same period of 
1954. It is reported that there are not enough plantations 
to supply Malaya’s six canneries which are now working 
below capacity, and pressure has been brought to bear on 
the Federation government to release more land for new 
plantations. Production of biscuits, which rose from 192,400 
ewt. in the first seven months of 1954 to 223,500 cwt. in 
1955 should be increased greatly by the opening. up of a 
new M$1.5 million (US$484,000) factory in Johore Bahru, 
which is said to be capable of producing up to 17,000 ewt. 
monthly. 

Electricity production increased from 471.3 million kwh 
in the first five months of 1954 to 530.2 million kwh. in the 
same period of 1955: it is reported that the Federation 
Central Electricity Board is to spend over M$100 million 
in the next five years on further development. The first 
steel mill in Malaya, the Singapore Steel and Iron Mills 
Ltd., should begin operations in April of this year; the main 
products are to be mild steel, round bars, flat bars and 
angle iron, and production in the first year is hoped to be 
3,000 tons rising to more than 10,000 in the third year. A 
local firm in Singapore is producing steel partitions, which 
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are to be cheaper than those imported, for use in office 
buildings. 

The two governments are considering the establish- 
ment of a Pan Malayan Industrial Development Bank, 
whose function would be to provide financial backing for 
private industrial enterprises. In addition the Chartered 
Bank of India, Australia and China has announced the 
formation of a Development Corporation with a capital 
of £.2 million (US$5.6 million) to provide medium term 
credit to new industries and agricultural projects in South- 
ern and South East Asia. 


Construction industry expands: Production of bricks 
rose from 39.6 million in the first seven months of 1954 to 
62.8 million in the same period of 1955. In the first half of 
1954 the Singapore Improvement Trust completed 728 build- 
ings of all types and this rose to 1,028 in the same period 
of 1955. The improvement in the revenues of both gov- 
ernments, combined with the need to reduce overcrowding 
in Singapore, ensures that the building industry will con- 
tinue to prosper for some time. Among other plans are the 
Singapore Improvement Trust’s M$2 million (US$645,000) 
housing scheme consisting of two blocks of flats, while it 
will also undertake two housing estates at a total cost of 
M$10 million. The recent publication of the master plan 
for the development of Singapore provides for the needs of 
an estimated population of 2 million people in 1970 and aims 
at the building of 10,000 houses a year, and the relief of 
traffic congestion by the construction of new roads. In the 
Federation, plans include a housing estate to cost M$3 
million. 


Development plans: Both governments plan to improve 
the water supply: the Federation has completed plans to 
increase and purify water supplied to Kuantan at a cost of 
M$3 million (US$968,000), while Singapore City Council 
hopes to complete work on its new filtration plant soon. 
This is the first part of a more comprehensive scheme to 
cost M$4.6 million. Plans for controlling flooding in the 
city centre have been evolved and should cost in the region 
of M$60 million. 

Tenders were invited for the construction and opera- 
tion of a television station in Singapore, and in spite of the 
difficulties facing such a project and the limitations imposed 
by the government, three tenders were received. 


BUDGET PLANS 


In the last quarter the governments of both Singapore 
and Malaya presented budget estimates for 1956. The AIl- 
liance government had been in power such a short time, 
that, as was expected, the Malayan budget was similar to 
last year’s. Singapore’s Labour Front wished to extend 
taxation in order to press on with development, but was 
unable to get Malaya’s agreement to any large revisions, 
and so it also introduced a budget similar to that cf 1955. 


Singapore’s moderate tax increases: Both governments 
benefited greatly from the rise in rubber prices: Singapore, 
which had budgeted for a deficit of M$30 million (US$10 
million) in 1955 now finds that there will probably be a 
small surplus of M$2 million. Estimates for 1956 have 
been drawn up in the expectation that the price of rubber 
will be somewhat lower, and budget for a revenue of 
M$208.4 million, with expenditure of M$231.2 million, giving 
a deficit of M$22.8 million. There have been few changes 
from the pattern of expenditure of 1955: the main one is 
the cut in defence by M$17 million, in order to finance a 
M$20 million increase in education, health and social wel- 
fare. Part of the deficit, M$7.5 million, will be met by an 
increase in duties of 5 cents per gallon on petrol and M$2 
per bottle on whisky and brandy. Higher duties on im- 
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ported beer will be levied while death duties will be general- 
ly higher, although the minimum leve! of exemption has 
been raised. The rest of the deficit, M$15.3 million (US$51 
million) will be met either from reserves or from further 
increased taxation. It seems clear that if Singapore can 
persuade Malaya to follow suit, increased taxes on higher 
incomes and additional car registration fees will be levied. 
The Financial Secretary spoke of the danger that revenue 
may level off while recurrent expenditure, as the develop- 
ment scheme gathers momentum, increases. 


Little change in Federation budget: The Federation 
which budgeted for a deficit of M$148.6 million (US$48 
million) during 1955, is estimated to have had a surplus 
of M$50 million owing to increased rubber export duties. 
It is estimated that the 1956 deficit will be M$49.8 million. 
Expenditure is to be M$794 million, which is about M$47 
million higher than the revised estimates for 1955, owing 
to increases for education, public works, and improvements 
to rubber planting. Of this sam M$12.4 million is recover- 
able from the British government. Of total revenue re- 
venue of M$744.2 million, it is hoped to get M$165 million 
in rubber duties, which may be over-estimated as they are 
based on the assumption that there will be no recesSion in 
prices or the volume of trade, and M$145 million in income 
tax which is M$20 million more than in 1955. It is pro- 
posed to introduce a supplementry budget in April for deve- 
lopment proposals. 

Both governments announced their desire to encourage 
foreign investment: there are plans afoot to allow for the 
settlement of Japanese businesses in Singapore while there 
are promises to remove legislation detrimental to foreign 
capital. In Malaya the income tax law was to be amended 
from the beginning of the year to encourage the develop- 
ment of mines and plantations. It is understood that these 
provisions will allow for the deduction of expenses involved 
in mining operations which proved to be abortive, and for 
the cost of clearing land and new planting to be writien off 
over 10 years. However, neither government can count 
on greatly increased foreign capital before their own in- 
cernal problzms such-.as terrorism and strikes are solved. 


FOREIGN TRADE 


1955 a good trade year 


Malayan trade in millions of M$ 
January to October 


1954 1955 
PESOS teenie ealeeienicre be mise aa ek 2547.0 3418.1 
EYaRVIO RSTO are ayes Teta e aes ots te Cate tstah aves ef 2573.8 3160.9 
SAPRGEY © Neictsineie cater sistei tetera soe s —26.8 +257.2 


Between the periods January to October 1954 and 1955 
both imports and exports rose, but the rise in imports at 
22 per cent was more than compensated by the increased 
value of exports at 84 per cent. The adverse balance of 
M$26.8 million (US$8.6 million) in the first ten months of 
1954 was therefore converted into a surplus of M$257.2 
million in the same period of 1955. Preliminary estimates 
for the first eleven months of the year put exports at 
M$3813.0 million (US$1230 million) compared with 
M¢2842.5 million in the sarae period of 1954, and imports 
at M$3486.0 million compared with M$2851.1 million. This 
left a trade surplus of M$327 million compared with a de- 
ficit of M$18.6 million gained from January to November of 
13964. 


Exports fall after September 


September October November 
1954 1955 1954 1955 1954 1958 
Exports 271.3 407.9 278.8 882.2 283.9 394.9 
{mports 265.6 344.6 PAE | 327.5 277.2 323.1 
Balance +6.0 +63.3 = 8 $54.7 +6.7 +69.8 


FAR GASTERN 


Economic Review 


Recent monthly figures show both imports and exports 
above the 1954 totals. September had the highest level of 
exports for any month of this year, which is largely attri- 
butable to higher rubber prices. Exports fell off in Octo- 
ber, reflecting the fall in rubber prices, but recovered slight- 
ly in November as prices rose again. The level of imports 
fell gradually in these three months, reflecting the success 
of the anti-inflationary rubber cess. 


Success due largely to rubber and tin prices: Much of 
this suecess was due to high rubber and tin prices although 
in each case the quantities exported also increased. 


Exports of Rubber—January to October 


1954 1955 
Quantity (Tons) Value Mn. M$ Quantity (tons) Value Mn. M$ 
470,217 1,058.6 527,121 1,894.0 
Exports of rubber, which stood at 58,560 tons in 


September, the highest level since April, fell off to 49,106 
tons in October: this was accounted for both by lower 
production aud by Speculation following the price fall be- 
ginning in mid -September. 

Each of Malaya’s main rubber markets increased pur- 
chases in the first ten months of 1955: the United Kingdom 
remained the most important market—hence Malayan dis- 
tress at the announcement of synthetic rubber imports— 
and took in this period M$445.7 million (US$143.8 million) 
compared to M$234.0 million in the first ten months of 
1954. The United States came next with purchases amount- 
ing to M$341.1 million from January to October 1955 com- 
pared with M$169.7 million for the same period of 1954. 
West Germany, France, Japan and Italy, in that order, were 
the next most important customers and all increased pur- 
chases over 1954. 

Demand from these main markets should remain high 
at least for the first quarter of this year and it is expected 
that shipments will be maintained or even increased. 


Exports of Tin Metal: January to October 


Quantity (tons) 
59,902 


5 
Value M$ Mn. 
365.2 


195 
Quantity (tons) 
61,461 


Value M$ Mn. 
852.6 


The value of tin metal exports for January to October 
increased over 1954, and the United States continued to 
be the most important customer, taking M$225.2 million 
(US$73 million) in place of M$213.3 mn. in the first ten 
months of 1954. Japan increased imports from M$17.2 
million to M$21.9 million to become the second most im- 
portant buyer, while the United Kingdom, France and China 
all reduced purchases. The demand for tin metal is ex- 
pected to remain strong for at least the early of the 
year, and as production of tin-in-concentrates has risen, 
shipments of metal should increase also. 


Exports of petroleum preducts, which stood at M$287.9 
million (US$929 million) in the first ten months of 1954, 
increased to M$317.4 million in the same period of 1955, 
but expotts of food and beverages, and of vegetable oils 
have falien off. 


Low grade rubber imports down: The first ten months 
of this year saw an increase in imports to M$3160.9 million 
(US$1019.6 million) from M$2573.8 million in the same 
period of 1954. Part of this increase was due to higher 
prices of crude rubber, although the quantity imported also 
increased from 294,115 tons in the first ten months of 1954 
to 301,563 tons in the same period of 1955. Within this 
period of 1955 imports of low grade rubber only accounted 
for 15.387 per cent compared with 35.75 ber cent in the 
corresponding period of 1954. Indonesia is an important 
supplier of low grade rubber, and although in recent trade 
talks that country agreed to release supplies to Malaya, 
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shipments are reported-to be slow in arriving. In addition, 
the Indonesian government pointed out that, while they 
would release some supplies, they wished to encourage their 
own low grade re-milling works and advised Singapore to 
concentrate on the milling of better quality grades. It 
appears then that shipments of low grade rubber may con- 
tinue slow from Indonesia. 


Demand for consumer goods high: There was a con- 
siderable increase in imports of consumer goods, indicating 
generally higher incomes from higher export earnings. 


Imports of representative 


consumer goods M$ mn. 

Jan.-October 
1954 1955 
Food, beverages and tobacco ...... 729.3 805.1 
Textile yarns and manufactures 151.9 216.8 
Clothing, footwear, handbags etc. .... 42.1 49.7 
Total including all other goods 2,E73.8 3,160.9 


While there has been an absolute increase in demand 
for consumer goods, it is probable that their relative share 
in total imports has been restrained by the progressive 
rubber cess. All countries supplying food, beverages and 
tobacco increased sales in this period of 1955: the market 
for dairy products appears to have expanded and the United 
Kingdom particularly increased its share of this market. 
Australia sent more dairy products and with the donation 
of a milk re-constitution plant may be expected to increase 
supplies of powdered milk. Imports of rice from both Thai- 
land and Burma were higher, and it is reported that China 
is prepared to cut rice prices in order to gain a foothold in 
this market. With regard to textiles, Japan is rapidly im- 
proving its position, having doubled sales in the first ten 
months of 1955 over the same period 1954. This country 
and West Germany are having particular success with the 
sales of synthetic fibres and their manufactures, and al- 
though Japanese cotton goods have been selling well, they 
are encountering increased competition from China, which 
undersells Japan on certain qualities. This competition 
from China will continue as Singapore Chinese textile mer- 
chants have formed a pool to import Chinese textiles at a 
rate of M$6 million (US$1.9 million) a year, and are satis- 
fied with a margin of 2 per cent profit. The United King- 
dom and India exported less textiles to Malaya in the first 
ten months of 1955 than in the same period of 1954. 

Western Germany is increasing sales of other consumer 
goods such as imitation jewellery, watches and clocks, 
cameras and domestic sewing machines, while China is sell- 
ing more sewing machines, and from May to September ex- 
ported a total of 4,082 bicycles. 

Imports of road vehicles rose by about 33 per cent and, 
while the United Kingdom increased sales, it is obviously 
meeting intensified competition from Italy, which doubled 
sales within the two periods, and Germany, which is re- 
ported to be doing well with the Volkswagen. Germany is 
also attacking the radio market in which the Netherlands 
has been supreme: in the middle of 1954 the Dutch had 72 
per cent of the market, but this declined to 59 per cent 
while West Germany supplied 27 per cent of the market in 
November 1955; it is reported that the Dutch are planning 
retaliation. Japan is having some success with sales of port- 
able battery sets. 

As tin and rubber prices and shipments are expected to 
remain high in the next quarter the demand for consumer 
goods should be maintained. 

Increased supplies of capital goods: Imports of capital 
goods and especially construction machinery showed an 
overall increase between these two periods with Japan and 
the United States increasing sales of iron and stee! products, 
while Western Germany, the United Kingdom and the Nether- 
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lands have all taken advantage of the growing market for 
electric machinery. With the increase in building activity 
there should for some time be a ready demand for con- 
struction materials and machinery. 

In the first eleven months of 1955, the United Kingdom 
accounted for the largest percentage of Malaya’s total 
trade, (17.89 per cent) with the United States in third place 
with 10.94 per cent. Indonesia took second place (16.85 per 
cent) and it is a proportion which Malaya hopes to increase. 
In November an Indonesian fact finding mission visited 
Singapore in order to discuss means of increasing trade be- 
tween the two countries. Problems of smuggling were con- 
sidered and also the possibility of transfcrring dollar earn- 
ings made from exports of Indonesian produce to Singapore 
for re-export. The Indonesian mission held out good hopes 
for the expansion of Malayan exports to that country and 
trading operations between the two countries should be 
facilitated by the opening of a branch of an Indonesian 
bank, the Bank Negara, in Singapore. An economic mission 
from Indonesia is to visit Malaya in January. Talks have 
also been held on the development of trade between Malaya 
and New Zealand, and a trade section is to be established 
at the Singapore headquarters of the New Zealand Com- 
mission. It is hoped to increase direct trade with Cam- 
bodia, which has received an American loan of US$25 m. to 
be spent in any competitive market. 


NORTH BORNEO 


North Borneo is sharing in the rubber boom also: 
although shipments in 1955 were not much higher than in 
1954, higher prices increased the total value of rubber ex- 
ports. In 1955 the United Kingdom took rubber to the 
value of £1.6 million (US$4.5 million compared to £1.0 
million (US$28 million) in 1954 although the quantity 
shipped increased very little. Malaya more than doubled 
purchases, from M$5.6 million (US$1.8 million) in the first 
ten months of 1954 to M$12.8 million in the same period 
of 1955. Hongkong increased purchases from M$4.2 mil- 
lion (US$1.4 million) in the first eleven menths of 1954 
to M$7.0 million in the corresponding period of 1955. 

Timber, the other main item in exports, appears also 
to be doing well: shipments reached their highest level in 
September at 1,158,000 cubic feet bringing the total to the 
end of September to 9,184,500 cubic feet compared with 
6,438,000 in the same period of 1954. The most important 
markets are Japan, Hongkong, Australia, South Africa and 
the United Kingdom, and Japan is increasing its share. A 
recent government order appears to cut down the amount 
of timber which small producers can export, thus forcing 
them to sell timber to the large companies. The purposes 
behind this order are not clear, but the small companies 
have sent a lawyer to Londen to protest. 

Exports to North Borneo from Malaya increased from 
M$31.9 million (US$i0 million) in the first ten months of 
1954 to M$35.9 million in the same period of 1955, and 
while there was a general increase in most items marked 
rises occurred in imports of chemicals and drugs, textile 
yarns and manufactures, machinery and clothing. Exports 
from Hongkong also show an increase from M$11.9 million 
(US$3.8 million) in the first eleven months of 1954 to 
M$14.1 million in the same period of 1955, with clothing and 
machinery doing particularly well. 

In the hope of stimulating private investment in the 
Colony, a credit corporation has been established to provide 
loans for agriculture, industry and housing. 


BRUNEI 


The State Council has agreed to grant M$1.2 million 
(US$289,000) immediately for a survey of the proposed 
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THE CHARTERED 
AUSTRALIA 


FAR EASTERN 


ECONOMIC REVIEW 


BANK OF INDIA, 
AND CHINA 


STATEMENy BY THE CHAIRMAN, MR. VINCENT ALPE GRANTHAM, ON THE REPORT AND ACCOUNTS FOR 
THE YEAR ENDED 31ST DECEMBER, 1955. 


Introductory 


The report I have to present will be found to justify 
the note of restrained optimism upon which I concluded my 
statement last year. Political relations between the Peoples 
Republic of China and the Atlantic countries are less strain- 
ed but fundamental differences remain unsolved. The vol- 
canic situation in the Formosa Channel continued surpris- 
ingly quiescent and towards the end of the year its menaces 
were obscured to some extent by new crises in the Levant 
and the Middle East. The tide of Asian nationalism con- 
tinues to flow strongly and it is inevitable that this should 
follow emancipation from colonial rule. No harm can 
emerge from this provided that as the new Asian regimes 
become more mature politically they realize that in the 
modern world no country, however well endowed in material 
resources, can live in isolation. Since the end of the War 
it has been assumed that the achievement of pclitical inde- 


port development at Muara. Another M$1 million was ap- 
proved for the necessary purchase of land. It is estimated 
that the total cost will be M$25 million (US$8.4 million) of 
which M$17 million will be spent on the actual construction 
of the port, and the rest on roads and the development of 
other facilities to encourage secondary industry. It is be- 
heved that cheap natural gas from the oilfields can be made 
available and, discouraged perhaps by Singapore labour 
troubles, business men are reported to have made a number 
of inquiries regarding settling up light industries in the 
area. 

In the first nine months of 1955 compared to the same 
period of 1954 exports rose owing to an increase in petro- 
leum exports helped by larger shipments of crude rubber. 
Imports, on the other hand, fell off slightly between these 
two periods, mainly owing to increased production of food- 
stuffs, although imports of machinery also fell. The new 
port «development scheme may be expected to necessitate 
heavy imports of construction machinery. 


SARAWAK 


The Sarawak constitution was recently amended: the 
majority of official members in the Supreme Council now 
becomes a majority of unofficiai members. 

Exports of rubber, which totalled 11,600 long tons in 
the first seven months of 1954, increased to 23,300 long tons 
in the same period of 1955 and continued efforts are being 
made to increase production further. An experimental 
vubber estate is in operation, and it is hoped to have a quar- 
ter of a million high yielding plants available for distribu- 
tion early in 1956. Although total exports to the United 
Kingdom fell off in the first eight months of 1955 com- 
pared to the same period of 1954, Malaya increased pur- 
chases of rubber and petroleum products. 

Exports of most foodstuffs and textiles from Malaya 
increased in the first ten months of 1955 compared to the 
same period of 1954 and while the United Kingdom in the 
first eight months of 1955 increased exports of road vehicles 
and textile manufactures, total exports at £1.9 million 
(US$5.3 million) in 1955 were lower than the level recorded 
in 1954 at £2.1 million. 


pendence would liberate hitherto submerged reserves of zeal 
for the public good and impart a new sense of responsibility 
to labour. To some extent this has happened but the re- 
distribution of power, both political and economic, may be 
gravely imperilled by the pressure of population. It is use- 
less to attack poverty by political and economic measures if 
hardly-won improved living standards are submerged by an 
infinite multiplication of mouths to feed. This is not a 
problem which can be remitted to the third and fourth 
generations; in several eastern countries it already exists. 


It is often said that the answer to Communist pro- 
paganda and infiltration in the East is largely to be found 
in the granting, by the Atlantic countries, of generous 
econcmic assistance. Aid must be given, however, in ways 
which do not affront national pride or damage the national 
economies, particularly those which are necessarily still based 
upon agriculture. No constructive purpose can be served 
by unloading upon Southern and South Eastern Asia export 
surpluses of agricultural produce and of consumers’ goods 
that the recipients wish to grow or manufacture themselves. 
The eastern lands need technological assistance most of all 
and of that there would not appear to be a !arge export 
surplus in the United Kingdom. Of the making of five-year 
plans there seems no end. Some of them are soundly con- 
ceived and they should do much to provide productive em- 
ployment in countries where large reserves of man-power 
are dissipated in endless divisions of labour. But there is 
a limit to what the world can consume in relation to its 
population and the ultimate success of these plans must 
depend upon a balanced economy where the increase in 
population, which is bound to take place, is more than match- 
ed both by increased production and internal consumption. 


The C.B.I. Development Corporation Ltd, 


For many years the business transacted by the Bank 
was related almost wholly to the financing of oversea trade 
and to the provision of banking facilities and services for 
a clientele which consisted mainly of merchants. Between 
the wars the merchant communities became increasingly 
associated with local enterprise throughout the East and 
the industrialization of hitherto undeveloped countries was 
accelerated. These tendencies have been accentuated by 
the upsurge of Asian nationalism since 1945. The Bank 
has achicved a good deal of success in adapting its opera- 
tional technique to changed political and economic condi- 
tions and during the past ten years an increasing proportion 
of its resources has been employed in the financing of in- 
fant industries and new public works. Many of the credit 
operations that the Bank is now being asked to undertake 
are likely to extend over periods longer than those for 
which banking accommodation is usually granted. I am sure 
that the Bank’s continuing to operate in the East can be 
justified only for so long as it is willing to associate itself 
with the economic development of the territories it serves. 
Nevertheless, it is not possible, from the ordinary banking 
point of view, to expand the dispensation of what may be 
called medium-term credit, that is to say, the granting of 
accommodation for periods extending from two to ten years 
and it has become apparent that a new tyve of credit in- 
stitution is required to finance development, both agricul- 
tural and industrial, and to sponsor, and perhaps under- 
write, the raising of capital from the public. To meet these 
requirements within the Bank’s sphere of activity the Direc- 
tors have formed The C.B.I. Development Corporation Ltd., 
which has been registered with an authorized capital of 


April 5, 1956 


£ 2,000,000, of which £500,000 has been paid up. The new 
company is a wholly owned subsidiary of The Chartered 
Bank of India, Australia & China and I am pleased to say 
that Sir John Tait, Sir Henry Richardson and Sir Arthur 
Bruce are associated with me as Directors. I am hopeful 
that the new institution will be able to play an important 
part in assisting those countries with whose prosperity the 
Bank has been so long identified to modernize their 
economies. Medium-term credit institutions have been 
formed under the aegis of the governments of several of 
the countries of Southern and South-Eastern Asia. It must 
be presumed that these government-sponsored institutions 
will undertake the financing of major industrial enterprises 
and public works schemes but there ‘are likely to be many 
projects on a smaller scale which the Bank’s development 
corporation could effectively support. 


The Bank’s Balance Sheet 


The total of the Bank’s Balance Sheet has this year 
risen to £223,968,987, an increase of £20,283,292 over last 
year’s figure. This is due partly to an increased volume of 
international trade in those Eastern countries in which the 
Bank is represented and partly to the higher prices of some 
of the staple Eastern commodities, notably rubber and tin. 


On the left hand, or Liabilities side of the Balance 
Sheet, Current and Other Accounts, Fixed Deposits and Bills 
Payable show increases of £12,782,807, £10,175,189, and 
£485,423 respectively. Inflation has undoubtedly contri- 
buted to these increases. Acceptances on account of cus- 
tomers are down by £3,282,066, which is accounted for by 
the higher Discount Rate in London compared to other 
centres and partly due to the larger holding of sterling by 
Japanese Banks. 


On the right hand, or Assets side, Cash in Hand, at 
Call and at Bankers shows the substantial increase of 
£6,591,069, the ratio to our “demand and time” liabilities, 
excluding Notes in Circulation against which security has 
been lodged, being 21.81% against 18.54% last year. The 
figure for Government and Other Securities apart from 
those lodged against Note Issue, is lower by £3,898,420. As 
usual these have been taken into account at Market Value 
and we have made full provision for depreciation out of 
our internal reserves. Stockholders will be glad to know 
that all holdings are dated and in large proportion mature 
within ten years. Bills of Exchange and Advances to Cus- 
tomers and Other Accounts show increases of £2,439,731 
and £17,133,312 respectively, once again indicating the ex- 
tent to which we are assisting our customers and taking 
our share in financing World trade with Eastern countries. 


Considerable expenditure continues to be incurred in 
meeting the cost of expansion and modernisation of our 
offices in the East. Without suitable premises and accom- 
modation for our staff it is clear that our business cannot 
operate and we must expect to have to continue to set 
aside substantial amounts each year in the writing down 
of this item. 


Profit and Loss Account 


The net profits for the year at £759,340 are higher 
by £36,193 than last year, in spite of increasing working 
costs in all countries where we operate. Fortunately these 
increased costs have been more than covered by increased 
business. The scale on which world trade has increased 
during the last two years is due partly to the intense effort 
being made by each country to become self-supporting and 
partly to inflation. On either count it is vulnerable and 
liable to set-backs, and I would ask Stockholders not to 
lose sight of that fact. 

The Bank paid an interim dividend in September last 
of 74%, less Income Tax, absorbing £150,938 and it is pro- 
posed that out of the balance now available a final dividend 
of 73% should be paid, costing £150,937, making. the totai 
distribution for 1955 15%. 

It is proposed to repeat the allocations made in each 
of the past five years to the Pension Fund and Widows 
and Orphans’ Fund of £125,000 and £20,000 respectively. 
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The sum of £200,000 has again been applied towards writ- 
ing down Bank Premises and Furniture Account. It is 
proposed to transfer £100,000 to Contingencies Account and 
to carry forward the increased balance of £405,375. I 
trust the Stockholders will approve of all these proposals. 


Aden 


Our branches in Aden, in highly competitive conditions, 
have continued to extend their connexions with the com- 
mercial community. Aden is the natural focal point for 
trade routes traversing the Middle East from the south and 
east and is well situated to serve as an entrepot for an area 
to which oil is bringing increasing wealth. Following the 
exploitation of their large oil deposits, extensive development 
is taking place in a number of territories in the Middle East 
and as a result Aden should grow in importance and pro- 
sperity in the years to come. 


India 


_ It is satisfactory to record that the country has con- 
tinued to progress in the economic field during the past 
year. Since the first five year plan was drawn up in 1951 
the Indian economy has steadily gained strength and it now 
seems likely that whereas the plan was originally designed 
to expand the national income by 11% over the period 1951/ 
1956, the actual increase will be about 18%. This increase 
is a result of the expansion of both agricultural and indus- 
trial output. 

India’s capacity to increase production of cereals and 
industrial raw materials such as cotton and jute has brought 
about an improvement in the country’s balance of payments 
in the last few years, since food imports have virtually 
ceased and there has been a substantial reduction in im- 
ports of raw cotton. The rise in agricultural production 
owes much to favourable monsoons, but is also due to the 
wise planning of development expenditure in extending 
irrigation, to the increased use of fertilisers and to the 
general improvement which is gradually being effected in 
agricultural technique. In the industrial field production 
has also expanded following increased investment in indus- 
try and a more efficient use of existing productive capacity. 

It is a remarkable fact that increased national income 
and substantial government expenditure in connexion with 
the first five year plan has not been accompanied by infla- 
tion. Indeed, prices have tended to fall during the past year 
and the decline has been sufficiently marked to cause the 
government to support agricultural prices in certain areas. 
Fears have been expressed in the past that to implement 
the plan the authorities would be forced to resort to deficit 
financing on a considerable scale. In fact it has not proved 
necessary to adopt this potentially inflationary expedient to 
anything like the extent envisaged when the plan was first 
drawn up, and there has been little difficulty so far in 
maintaining the country’s foreign exchange reserves at a 
comfortable level. 

We now have the draft outline of the second five year 
plan. The Government’s proposals are to stimulate rapid 
economic development and to create employment, commend- 
able objectives which it is not easy to reconcile in a pre- 
dominantly agricultural country like India, where an im- 
proved agricultural technique may cause unemployment 
rather than create jobs. This dilemma is particularly illus- 
trated by the Karve Committee’s report on small-scale rural 
industries which suggests substantial investment under the 
plan in this sector of the economy, not from any motive 
of promoting economically efficient enterprises but in order 
to provide whole and part-time employment for a small 
fraction of the rural population. To carry out their pro- 
posals and to permit village industries to expand, the Com- 
mittee consider that it may be necessary to restrict output 
and thus penalise the development of important and progres- 
sive manufacturing industries. 

It is clear that the resources available fall far short 
of the expenditure envisaged under the second five year 
plan, viz., Rs.4,800 crores in the public sector and Rs.2,300 
crores in the private sector. The plan aims at raising living 
standards by rapid industrialisation and expects that apart 
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from agriculture eight million more jobs will be available. 
But it stresses the fact that new industrial units producing 
basic capital goods and hzavy machinery must be under 
public ownership and management, while at the same time 
it expects that the rate cf investment of the national] in- 
come will be raised from 7% to 12%. Moreover the Minis- 
ter of Planning has catgorically stated that the Govern- 
ment intend progressively to impose a ceiling ’'on personal 
incomes within the period of the Plan, the order. of which 
may only give 2 maximum income of Rs.3,000 a month. And 
steps are to be taken to limit agricultural holdings to a 
maximum of three times the average family holding. 

Clearly deficit financing will be necessary since the 
scope for substantially increasing the revenue from taxation 
is limited. Moreover public ownership and heavy personal 
taxation do not march hand-in-hand with either individual 
effort or personal saving, while the limitation on the size 
of agricultural holdings would not appear at first sight to 
be the best way to ensure the growth of agricultural pro- 
ducts on e€conomic lines. 

Consequently a far larger measure of assistance from 
abroad will be necessary than has been the case under the 
first five year plan. Although foreign capital has been en- 
tering India in recent years, it has been doing so only on a 
modest scale. The Indian Government has received grants 
and loans trom abroad and there has been investment from 
abroad in co-operation with Indian capital in particular in- 
dustries. A substantial proportion of the foreign : invest- 
ment that has been made has been in the form of profits 
ploughed back by British firms already established in India. 
It is hoped that these sources of foreign funds will continue 
to assist the Indian economy but investment in particular 
must largeiy depend on confidence in the future of private 
enterprise. Export earnings will no doubt help to swell 
the country’s foreign exchange resources but even so it is 
not clear how sufficient foreign exchange is to be found 
to implement the new plan. 

In this connexion I expressed hope last year that 
nothing would be said or done which would have the effect 
of discouraging individual effort or frightening away poten- 
tial investors. Notwithstanding ministerial assurances it 
must be admitted that certain trends are disquieting. The 
nationalisation of all life assurance companies, many of which 
are shareholders in the private sertor of industry, is not a 
happy omen, and from the point of view-of oversea firms 
that employ specialised foreign staff the rates of taxation 
on income, which are in no sense discriminatory, do pose a 
major problem. There are still many fields in the private 
sector of Indian industry where the capital, skill and enter- 
prise of fcereign firms could be of invaluable assistance to 
the Indian economy, but continued foreign investment in 
India and the promotion of industry with foreign help must 
necessarily depend not only on confidence but also on the 
ability to employ foreigners on terms that make oversea 
service attractive. 


Meanwhile, as a result of the development that has 
taken place, Indian oversea trade has expanded during the 
past year and the rise in the aggregate value of exports has 
had the effect of reducing the trade deficit. The govern- 
ment is therefore permitting a further increase in imports 
of raw materials and capital goods during the first, half of 
the present year. During the past year the competitive 
power of the Indian jute industry in the international mar- 
ket was improved by the abolition of the jute export duty 
and exports rose sufficiently to permit re-starting some of 
the looms that were sealed in order to restrict production 
when trade was in the doldrums six years ago. The tea in- 
dustry has suffered from the fall in prices during the year, 
which is partly a reaction from the high level of prices that 
received so much publicity in the British press towards the 
close of 1954 and partly the result of increased production. 
The cotton industry, although exports of cotton cloth were 
lower last year than in 1954, has benefited from increased 
purchasing power in the home market. 

: On present indications it is reasonable to expect that 
the Indian economy will continue to progress satisfactory 
during the present year, although it is possible that the 
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growing power of the labour unions may cause industrial 
unrest. J may mention that banks have had a recent and 
disquieting experience of labour demands which resulted’ in 
a strike of bank employees throughout the country at the 
turn of the year. 


Pakistan 


The outstanding event in the banking field in Pakistan 
during the past year was the devaluation of the Pakistan 
rupee to parity with the Indian rupee last August. When 
the United Kingdom devalued its currency in terms of dol- 
lars in 1949, Pakistan was the only country in the sterling 
area that did not follow suit. At that time Pakistan’s 
balance of payments was in a favourable position owing 
to strong international demand for its staple exports, cotton 
and jute. Subsequently, and in particular since the col- 
lapse of the Korean war boom. the country’s exchange re- 
serves have been on more than one occasion under severe 
strain and the competitive power of the country’s exports 
was not assisted by the over-valuation of the currency. For 
these reasons it had been expected for some time that the 
authorities would take advantage of a favourable opportuni- 
ty to devalue the currency to a more realistic level. 


The actual timing of the measure caused some surprise, 
but in choosing an occasion when there was no suggestion 
of an economic crisis and no immediate pressure on the 
country’s xchange reserves, the authorities certainly acted 
wisely. The government gave as their main reason for 
the decision their wish to encourage exports, particularly 
manufactured exports from the country’s new industries, 
with a view to facilitating a further expansion of the 
national ecenomy, an end which would obviously be helped 
by devaluation. For the time being jute goods are the 
only manufactured products which are shipped abroad in any 
appreciable volume, but it is hoped that in due course 
exports of cotton piece goods will be an increasing source 
of foreign exchange, although international markets in cot- 
ton textiles are highly competitive. There is more con- 
fidence in the currency at its new exchange value and de- 
valuation has solved the obvious practical difficulties, which 
arose. from the propinquity of the two countries, in main- 
taining the Pakistan rupee at an exchange level above that 
of the Indian rupee. 

In previous Statements I have referred to the aim of 
the Government of Pakistan to change the basis of the 
country’s mainly agricultural economy by pressing forward 
with a policy of industrial development. Efforts to ac- 
celerate this process have been intensified during the past 
year and measured in terms of productive capacity the 
development of industry so far has been spectacular. The 
expansion of the textile industry in particular has pro- 
gressed to the extent that the country has now become 
self-sufficient in the coarse and medium varieties of cotton 
yarn. ‘The jute industry has continued to progress satis- 
factorily during the year and of the twelve mills which were 
originally planned ten are already in production and the 
remaining two in the last stages of completion. Thus de- 
velopment in this important export industry is well ahead 
of schedule and taken in conjunction with a similar expan- 
sion of productive capacity in other new industries, is 
gradually assisting the establishment of a more balanced 
economy, less dependent on the vicissitudes of the interna- 
tional markets for raw jute and cotton, which still provide 
the bulk of the country’s foreign exchange earnings. 


One aspect of economic development, Pakistan’s lack 
of fuel resources such as coal and oil, caused particular 
concern in the early stages of the industrial expansion pro- 
gramme. Last year I mentioned to you that this bank and 
five other Eastern Exchange Banks had joined’ with the 
World Bank in granting a loan to the Sui Gas Transmission 
Company, which was engaged in constructing a 330-mile 
pipeline to convey to Karachi natural gas, which had been 
discovered at Sui. It is gratifying to record that the pipe- 
line has now been completed, thus enabling a number of 
industries in the Karachi area, both new and old, to utilise 
this source of power. Furthermore it now appears that the 
reservoir of natural gas at Sui is more extensive than was 
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originally estimated and that its discovery has solved the 
problem of providing industrial power in West Pakistan for 
many years to come. Nevertheless the search for oil and 
new supplies of natural gas is being intensified in both East 
and West Pakistan. ; 

Inevitably, however, in a country whose foreign ex- 
change earning capacity is limited, an ambitious programme 
of industrialisation has not been implemented without satri- 
fice. Although it has proved possible to allow a more 
generous allocation of import licences during the first half 
of the present year, priority as in the past has necessarily 
been given to the import of machinery, capital equipment 
and industrial raw materials. The consequent shortage of 
consumer goods and the rise in prices. within the country 
press hard on a population whose ‘purchasing power is re- 
stricted. Some improvement in the situation is to be ex- 
pected as new industries start to manufacture a wider range 
of consumer goods and so replace supplies which were 
formerly obtained from abroad. Meanwhile, shortage of 
foreign exchange causes difficulty also in industry, where pro- 
ductive capacity is affected in some cases by lack of ma- 
terials and spare parts. 

The arrival of goods and raw materials shipped under 
the United States aid programme has helped to ease the 
shortage both of consumer goods and raw materials and to 
stabilise Pakistan’s economy after the devaluation of the 
rupee. Fortunately the serious floods which caused wide- 
spread misery in both East and West Pakistan last year 
appear to have damaged food and export crops less than 
had first been expected. Nevertheless, foreign assistance 
will be necessary for. some years to come to supplement 
Pakistan’s own foreign exchange earnings and to help in 
consolidating the remarkable industrial development which 
has been achieved since the country gained its independence. 


The draft of the new national constitution is now under 
consideration and. includes a provision rendering it impos- 
sible to contest in the courts the amount of compensation 
awarded in the case of nationalisation. This is a provision 
which we have met elsewhere and is one which must: give 
food for thought to all potential investors. 


Burma 


Last year I mentioned that Burma’s exchange reserves 
were being drawn upon at a rapid rate to finance govern- 
ment purchases of capital goods and equipment required 
for the country’s economic development schemes. From 
their peak in the middle of 1953, when they stood at K.114 
crores the external assets drained steadily away until last 
June when they totalled K.40 crores (£30,000,000): They 
have. lately increased slightly, a reflection of the drastic 
steps taken by government last March to restrict the volume 
of imports-and of better overseas sales of the current rice 
crop. 

The crux of the country’s economic problem has been 
the progressive fall in the price of rice in the international 
markets since 19538, for the export of this staple foodstuff 
provides Burma with approximately four-fifths of its earn- 
ings of foreign currencies. The world shortage of rice sup- 
plies in the years following the second World War and the 
high prices exacted by countries like Burma and Thailand 
with surplus production available for export, stimulated pro- 
duction in neighbouring’ territories in South-East Asia such 
as Malaya, while further afield the United States and Italy 
have substantially increased their exports of ‘rice and have 
thus become competitive factors in the international market. 
Amother effect of high prices and shortage of supplies in 
past years has been the increasing teridency in the East 
to. consume in place of rice other cereals, notably wheat, 
‘which are substantially lower in price. 


In these. circumstances Burma has had difficulty in main- 
taining overseas sales of its rice: The whole of the crop 
is sold through the State Agricultural Marketing Board, and 
most of the rice exported is sold. on long-term government 
contract, which has frequently caused Burmese rice to _be 
more expensive than supplies. available ‘elsewhere. During 
the past year, however exports were slightly higher than 
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in 1954 and it appears that the new markets which have 
been opened up by agreement with the Soviet bloc, aug- 
mented by sales under existing inter-governmental arrange- 
ments to South-East Asia, Japan and elsewhere, may absorb 
much of the Burmese exportable surplus available during 
the present year. This is a more satisfactory prospect, but 
reports from the major rice-producing countries of Asia 


suggest that rice production in the current season will be 


much the same as in 1954/55, and it remains to be seen 
whether present prices will be maintained. 

The financing of the government’s economic and social 
development plans presents difficulties inasmuch as Burma 
lacks capital and is no longer in a position to dissipate 
exchange reserves. In introducing the budget estimates 
for the fiscal year 1955/56 the Finance Minister made it 
clear that deficit financing will remain an important feature 
of the government’s policy. Efforts are being made to ob- 
tain assistance from the World Bank in financing various 
industrial and harbour projects and the government of India 
has agreed to lend Burma Rs.20 crores, the entire loan to 
be convertible into sterling area currencies, but the Minister 
for Industries has recently stated that he expects that the 
Soviet Union will assist in developing Burma’s industrialisa- 
tion and rural electrification and says bluntly that this is a 
matter not of politics but of economics, as neither Britain 
nor the United States provides Burma with sufficient foreign 
exchange. 

It is doubtful whether Burma has fully exploited the pos- 
sibility of increasing the export of commodities other than 
rice, such as timber and minerals, which could be a valu- 
able source of increased foreign exchange ‘earnings, but it 
can. only be hoped that sufficient foreign assistance will bea 
forthcoming to enable the authorities to maintain the coun- 
try’s exchange reserves at least at their present level and 
at the same time to implement their economic development 
programme. So far as the Soviet Union’s economic aid to 
Asia is concerned, it should be remembered that apart from 
what has been given to countries in close political associa- 
tion with them, it has been insignificant and not free from 
counter obligations. Asia’s most important source of ex- 
ternal economic assistance has come through the Colombo 
Plan in which Britain has played a leading part. The im- 
provement in the internal security of the country is of 
good augury for the future. : 


Ceylon 


Ceylon has enjoyed a prosperous year and the island’s 
oversea trade surplus in 1955 reached record figures. Month 
by month throughout the year exports exceeded imports 
and In consequence, except for a small deficit in April, the 
external reserves continued to rise once again to the levels 
at which they had stood at the height of the boom which 
followed the outbreak of the Korean War. The measure 
of the progressive improvement that has taken place in the 
economic situation in Ceylon is that little ‘more than two 
years ago, as a result of changes in the terms of trade fol- 
lowing the collapse of the Korean War boom the external 
assets had been reduced to their lowest level since 1943, 
whereas during the past two years a combination of sound 
financial policy by government and the effective exploitation 
of remunerative markets abroad for rubber and tea has 
had. the effect of almost doubling the external assets. 

More than three-fifths of Ceylon’s export earnings are 
now derived from shipments of tea. Although tea prices 
in the international market subsequently receded from the 
lrigh levels they reached late in 1954 and early last year, 
they were sufficiently satisfactory on average during the 
past year to raise the aggregate value of tea exports above. 
the figures recorded in 1954. Rubber shipments increased 
last year and owing to the remunerative prices ruling for 
that commodity, export earnings rose substantially. Exports 
of copra and coconut oil also expanded in volume and value. 
On the import side an important factor that has contributed 
significantly to the trade surplus has been the reduced cost 
of food imports, particularly rice ahd wheat. 

Last year Ceylon shipped to China the annual quota 
of rubber, 50,000 tons, stipulated in the rice-rubber con- 


430 


tract between the two countrics and also a small additional 
quantity outside the contract for which payment is to be 
made in sterling. The export of sheet rubber by the trade 
in Ceylon is prohibited and all sheet rubber for export has 
to be sold to the Rubber Commissioner for shipment to 
China under the contract. Last October the price structure 
was again revised. China agreed to pay for rubber shipped 
from Ceylon in 1956 and in the latter half of 1955 a floor 
price considerably above the Singapore monthly average 
price, while Ceylon will pay world prices for Chinese rice 
instead of fixed prices as previously. 

During the course of the year the government publish- 
ed a programme of investment which does not cover the 
whole economy, but only the public sector, during the six 
years from 1954-55. It is to the credit of the authorities 
that in drawing up the plan they have resisted the tempta- 
tion of being over-ambitious and on the other hand cannot 
be criticised on the grounds that their programme is inade- 
quate. Broadly speaking, the aim is to maintain a minimum 
increase in the per capita national income sufficient to keep 
pace with the growth of the population. About half the 
sum to be invested is to be Spent on new projects and the 
remainder on the completion of schemes already in progress, 
the emphasis being very reasonably laid upon the further 
development of such industries as tea, rubber and coconuts, 
which are the mainstay of the island’s economy. 

In implementing this very practical programme the 
government has no intention of resorting to the potentially 
inflationary expedient of deficit financing. In October the 
formation of a government sponsored Development Finance 
Corporation of Ceylon was announced to assist in the esta- 
blishment, expansion and modernisation of private industrial 
and agricultural enterprises in the country and to encourage 
and promote the participation of private capital, whether 
raised internally or abroad, in such enterprises. It is in- 
tended that the Corporation should borrow, free of interest, 
from the government sums equivalent in the aggregate to 
double the authorised: share capital, while the government is 
also to guarantee any loans the Corporation may raise from 
the World Bank, so that its activities should not suffer from 
inadequate funds. 

In order to assist development in the private sector of 
the economy the authorities are anxious to encourage for- 
eign capital to enter local industry. Assurances have been 
given that nationalisation is not a genera] aim of govern- 
ment policy and that oversea investors will enjoy the same 
tax concessions as are extended to local capital entering new 
industry in Ceylon as well as unrestricted facilities for the 
remittance of profits and repatriation of capital. The 
stability of the balance of payments during the past two 
years strengthens the country’s chances of obtaining addi- 
tional capital from abroad at a time when it is on the 
threshold of an important phase in its economic develop- 
ment. 


Malaya 


The past year has been a notable one for both the 
Federation of Malaya and Singapore. In the economic field, 
rubber and tin have fetched remunerative prices in the in- 
ternational market and both territories have enjoyed con- 
siderable prosperity. Great interest has been aroused by 
the publication of the long-awaited report of the World 
Bank mission on the economic development of Malaya, a 
report which, since it recommends the establishment of a 
central banking system, is of particular concern to this 
bank and the exchange banks in general. 


Politically, 1955 has seen the accession to office of 
the first governments to be elected by popular vote under 
the new constitutional arrangements in both territories. In 
Singapore a succession of strikes caused much trouble and 
concern following the election but the new government show- 
ed commendable firmness in dealing effectively with a dan- 
gerous situation. In the Federation the Alliance party 
gained an overwhelming victory at the polls and the new 
government felt its position sufficiently strong to declare 
an amnesty for all those who had taken up arms against the 
Federation government. 
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Although the amnesty failed to have the desired effect 
in bringing the Emergency to an end, the meeting which 
took place at the end of the year between the Chief Minis- 
ters of the Federation and Singapore and the Communist 
leader has put the Communists, in view of their decision 
not to surrender, in the invidious position of deliberately 
choosing to continue a revolt, directed now not against the 
British authorities but against a government which has been 
freely elected by the people of Malaya and to which, as far 
as can be judged from reports of the recent constitutional 
discussions in London, virtually complete control of its own 
affairs will be transferred within a comparatively short time. 


The governments of both Federation and Singapore 
have accepted in principle the recommendation of the World 
Bank mission that a central banking system should be 
established and it was recently announced that inquiries 
were being hastened forward with the object of implement- 
ing the proposal. It is a source of satisfaction that, in con- 
nexion with the project, the two governments have sought 
the assistance of the Bank of England which has made avail- 
able the services of a senior official to help with the pre- 
liminary inquiries. 

It has ‘been recently announced that the government of 
the Federation is preparing a five-year development plan 
based on the recommendations of the World Bank mission. 
In reviewing the problems of economic development in 
Malaya as a whole the World Bank mission suggested that 
in order to assure further and satisfactory progress it will 
be necessary to encourage a broader range of activity both 
in the export trade and in those sections of the economy 
which serve domestic requirements. Already by Asian stan- 
dards Malaya has a relatively advanced economy, which is 
more varied and complex in pattern than in most territories 
whose wealth is founded on the exportation of primary com- 
modities. At the same time it is necessary to recognize 
that Malaya’s past economic progress has been largey due 
to specialization in the production and export of rubber and 
tin. 

Therefore, while some widening of the range of agri- 
cultural production and manufacturing industry in Malaya 
is doubtless desirable to create new economic opportunities 
for a population which, if present trends continue, may 
be doubled within the next quarter of a century, it will 
not necessarily have the effect of increasing the national 
wealth to the extent that the mission appears to envisage. 
So far manufacturing industry in Malaya comprises in the 
main small-scale units. The domestic market is small by 
standards of modern industrial output and it appears that 
any substantial industrial development must necessarily en- 
tail the opening up of oversea markets, which under modern 
conditions are almost certain to be highly competitive. 


Meanwhile it was reassuring to hear from the High 
Commissioner for the Federation of Malaya, when he spoke 
on the budget for the present year, that it remains the pre- 
sent government’s policy to encourage investment from 
abroad and to foster conditions in which the oversea investor 
can continue to assist the Federation’s economic develop- 
ment without fear of discrimination or unfair treatment. 
An assurance was also given that the oversea investor will 
also_ continue to be free, after payment of local taxes, to 
remit abroad profits and dividends and to repatriate his 
capital. This is a welcome official endorsement of the em- 
phasis laid by the World Bank mission on the importance of 
maintaining an investment climate calculated not only to 
persuade oversea capital already invested in Malaya to re- 
main there but also to attract new investment from abroad. 
It would also seem to be essential that there should be some 
assurance In regard to the grant of lamd leases on a long- 
term basis, for the rubber industry in particular would find 
it difficult to retain and, where necessary, attract more over- 
sea capital if there were insecurity of land tenure. 

Last year Malaya’s rubber exports increased in volume 
by over 8% to 994,176 tons, substantial increases being re- 
gistered in the tonnage shipped to the United Kingdom and 
the United States. The incentive of higher prices caused 
rubber production in Malaya to expand to its highest level 
since 1950, when the Korean War boom was at its height. 
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Although the relative cheapness of synthetic rubber has 
caused a distinct increase in the ratio of synthetic to na- 
tural rubber consumption in the United States, overall inter- 
national demand for natural rubber still appears to be strong. 
Malayan exports of tin also improved last year, totalling 
71,157 tons, the largest quantity shipped in any year since 
1950,. while production was the highest reeorded since the 
second World War. The upward trend of tin prices in the 
international market last year can be attributed to a rising 
world demand for tinplate which has changed for the better 
the prospects of what at the beginning of 1955 appeared 
to be the weakest of the base metals in terms of price. The 
recent ratification by the Indo.esian Parliament of the In- 
ternational Tin Agreement will have the effect of bringing 
the agreement into force, a development which entails the 
establishment of a buffer stock and is likely to be a substan- 
tial influence in the mark:t in the, coming months. 

With both rubber and tin ‘exports fetching remunera- 
tive prices abroad, the oversea trade of Malaya as a whole 
last year showed an increase over 1954. The buoyancy of 
trade was reflected in the Federation’s estimated budgetary 
surplus for 1955 of M$26 million in place of the expected 
deficit of M$148 million, a surplus largely accounted for by 
the high yield of the export duties. It is estimated that 
Singapore will show a small surplus for 1955 and although 
both territories have budgeted for a deficit in the present 
year, their financial positions remain sound and their econo- 
mic prospects favourable. 

Any review of Malaya, however short, would be incom- 
plete without mention of what may be the outcome of salf- 
government and independence. It seems to me that econo- 
mically it would be to the obvious advantage of both the 
Federation and Singapore to unite. The World Bank report 
on Malaya is based on the assumption that the Federation 
and Singapore will be one economic entity with one Central 
Bank and one currency. At the moment I fear the in- 
dications are that such is not to be, and it seems: not. im- 
probable, should both the Federation and Singapore proceed 
with the idea of a Central Bank, that they will have separate 
eurrencies. Should this be the case, and I sincerely hope it 
will not be, it is difficult to foresee the future of Singapore, 
which, with its labour troubles in no way facilitating its 
industrialisation plans, may have only its entrepot trade to 
maintain its large and growing population. 


North Borneo 


Although trade figures are not yet available for the 
year there are indications that the aggregate value of North 
Borneo’s exports. increased substantially during 1955. This 
is mainly due te the prosperity enjoyed by the territory’s 
principal industry, rubber. Shipments of rubber from North 
Borneo rose in volume by 17% to 20,068 tons during the 
year and owing to the remunerative prices ruling in the 
jnternational market for this commodity, have been of more 
than proportionately greater value compared with 1954. 
The rise in the aggregate value of exports has been reflected 
in increased imports but it is likely that there was a com- 
fortable trade surplus for the year as a whole. In any tase 
the additional expenditure oversea was largely concentrated 
on capital equipment and other necessities and should thus 
prove beneficial to the territory’s economy in the long run. 

I mentioned last year the steps taken by the government 
to encourage rubber replanting with a view to assisting the 
industry ultimately to reduce its costs and so putting it in 
a better situation to compete with the synthetic product in 
world markets. The industry’s prosperity during the year 
has assisted the replanting scheme in its early stages and 
the demand from smallholders for clonal seedlings has far 
exceeded supply. On the other hand there is little doubt 
that rubber production could be greatly increased if more 
labour were available. 

The government fully recognizes the importance to the 
economic development of the territory of securing more 
labour and in August an agreement was signed with the 
Philippine Republic, which permits employers in North 
Borneo to recruit Filipino agricultural workers. The prac- 
tical details of the agreement are still the subject of negotia- 
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tion between the two governments, but meanwhile there has 
been appreciable immigration on the Hast Coast from the 
Philippines and Indonesia. Of the other staple export com- 
modities shipments of timber and copra increased in volume, 
much of the copra being re-exports from neighbouring coun- 
tries. 

In order to assist economic development generally the 
government-sponsored North Borneo Credit Corporation has 
been established. The new institution will provide credits 
for agriculture and industry and endeavour to stimulate 
private investment in the territory. 

North Borneo’s prosperity during the past year has 
been reflected in the budgetary position. The estimates for 
1955 were based on the assumption that the local price of 
rubber, averaged throughout the year, would be substantial- 
ly lower than in fact it has been and thus the export duty 
on rubber has yielded more revenue than was estimated. 
Part of the surplus which is anticipated in the present year 
will be used for funding a general reserve to preserve bud- 
getary stability in future years, and the rest will be appro- 
priated for the development programme. This year a deve- 
lopment fund is being established, which will be credited 
with funds accruing from budgetary surpluses and with any 
external aid that is received. 

North Borneo is situated in an important strategic 
position astride vital lines of communication in South East 
Asia and it seems poss.ble that Labuan in particular may 
be on the threshold of further development both as an 
inte1naticnal air centre and as a port. The Secretary of 
State for the Colonies during his visit to North Borneo last 
August indicated that although it was purely a matter for 
the people of the territories concerned, the British govern- 
ment would give every assistance if they should decide that 
North Borneo might advantageously federate with Brunei 
and Sarawak. 

As you are doubtless aware the currency in British 
Borneo is the Malayan dollar. With self-government, inde- 
pendence, ‘and central banking on the Malayan peninsula 
it is possible that Borneo may not desire to have a currency 
outside its control and a solution may have to be found in 
having Currency Commissioners for a British Borneo dollar. 
A different dollar will in no way facilitate the large trade 
existing between the three colonies and Singapore and indeed, 
unless transfers are free and the separate currencies kept 
at the same level, it may be positively detrimental. 


Sarawak 


The rise in rubber prices in the international market 
has been of benefit to the economy of Sarawak. Shipments 
of rubber from the colony show an aggregate increase of 
approximately 50% in volume and although final trade figures 
are not yet available for the whole of last year all indications 
are that rubber exports have more than doubled in value. 
Exports of timber have almost certainly reached record 
levels and the timber trade has continued to have the benetit 
of remunerative markets in the United Kingdom, Australia 
and on the Continent of Europe. On the other hand pepper, 
which excepting refined petroleum, was Sarawak’s most valu- 
able export in 1953 and 1954, had a less favourable year. 
Much of the same tonnage was shipped abroad but particu- 
larly during October prices were low and is is likely that the 
aggregate value of pepper exports was lower by approximate- 
ly one-third in comparison with 1954. 

Of the other exports the illipe nut crop was virtually 
a failure except in the Baram River area and sago shipments 
were lower both in tonnage and in value. Thus the colony’s 
trade balance, excluding what is-for statistical purposes 
largely a transit trade in petroleum, is unlikely to show 
much change from 1954 when there was a favourable balance 
of M$3.7 million. It is clear that increased shipments of 
rubber have more than .offset the fall in export earnings 
from pepper and other commodities and that increased pro- 
sperity has led to a corresponding rise in imports. But 
unless pepper prices improve, Sarawak’s economy will de- 
pend on a continuance ef the remunerative prices which 
rubber is now fetching. Pepper production is still being 
hampered by “sudden death” disease, although the govern- 
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1954 

Capital = 2 Ea 
Steck authorised aid issued .... tse g Soc MG ee 3,500,000 3,500,000 

(There is under the Charter a reserve liability of the Stockholders equal to 
k issued 

Res Dr gst he iSiippancabaot 5,000,000 5,000.00 
Profit and Loss Account 405,375 392,91 
8,905,375 8,892,910 
ae Se Fi 
Current and other Accounts, including Reserves for Contingencies, Taxation on | 
profits to date and Exchange Adjustments ogi eet a Oe . 172,434,125 159,651,318 
Fixed Deposits : 30,658,088 20,482,899 
Notes in Cireulation against “Security, ‘per ‘contra 21 va cdg eae a eee SOOO RI 2,902,313 
Bills Payable < Moke eee eo tt 1051204 1,219,781 

Deposit by The CBI. Development Corporation | ‘Limited _ 93,170: — 
Deposits by Nominee Subsidiaries Sateen 381 381 
Deposit by Trustee Subsidiary : 6,809 653 
Proposed Final Dividend, less Income “Tax 8 150,937 144,375 
Acceptances, including undertakings to accept, on account oF ‘Customers .  %,108,999 10,391,065 
215,063,612 194,792,785 


Notes :— 

(1) There are contingent liabilities on Bills re-discounted, £8,072,568 (1954, £7,140,115) (of 
which £3,869,435 has run off at 5th March, 1956) and commitments in respect of Con- 
firmed Credits, Forward Exchange Contracts and Guarantees, including Guarantees to 
Government Departments in India in respect of which securities valued at £447,469 
(1954, £445,781) have been deposited with the Reserve Bank of India. 

Contracts for outstanding capital expenditure on premises amount to approximately 
£196,000 (1954, £192,000). 

Assets and Liabilities in foreign currencies have been converted into sterling at approxi- 
mately the rates of exchange ruling on 31st December, 1955. 

Under Part III of the Eighth Schedule to the Companies Act, 1948, the Bank is 
exempted from showing the aggregate amount of its reserves and the movements therein. 


(2) 
(3) 
(4) 

H. F. MORFORD, Chief General Manager. 


D. STEWART, General Manager. 
T. R. GIBSON, Chief Accountant. 
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Allocaticns— £ 
Amount written off Rank Premises 200,000 
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EMBER, 1955 
1954 
Surrent Assets— cg, eS £ 
Cash in Hand, at Call and at Bankers ee, Pie? See ae eee 40,207,029 33,615,960 
Government and other Securities at Market Value— 
Quoted on London Stock Exchange 0.0 20. eee tee eee eee es eee 44,896,213 47,292,714 
Quoted on Overseas Stock Exchanges a a ee 10,202,612 LOT 7299 
Dominion Government and other Securities at Local, ‘quotations ee CHALE? 4,245,325 


58,410,918 62,309,338 
Hongkong Government Certificates of Indebtedness for surrendered coin lodged << 
against Note Issue os -.. 4,098;028 


1,098,028 
British Government Securities pee “Market Value (Quoted on “London | “Stock 
Exchange) lodged against Note Issue ___ x é., r fe ©§»>6 5885680 1,791,305 
2,683,708 2,889,333 
Bills of Exchange, including United Kingdom, Dominion and Foreign Treasury = 
Bills See ieee | See Bei cies 17,086,106 14,646,375 
Advances .to. Customers and Other ‘Accounts aad 91,870,818 74,737,506 
Balance of Remittances, Drafts, etc., in Transit between Head ‘Office, " Branches 
and Agencies Me 3,139,729 2,148,089 
Liability of Customers for Acceptances, including “undertakings ‘to ‘accept, 
pér contra so a 


SR ca, oe ree A ee Ags ae 7,108,999 - 10,391,065 
220,507,307 200,737,666 
Fixed Assets— ———_——_. 
Subsidiaries—Shareholdings at cost— 
Allahabad Bank, Limited~37,810 Ordinary Shares of Rs. 100 each of which 


14,730 are fully paid and 23,080 are paid up to the extent of Rs. 50 per share 750,890 749,510 
The C.B.I. Development Corporation Limited— 


500,000 Ordinary Shares of £1 each, fully paid A RE Sent fms Ma ee ged 500,000 a 
The Chartered Bank (Malaya) Trustee Limited— 
30:000 ‘Shares of Strpits, $10: each, $5) paid... <<. as. Gh pees ee, ses 17.500 17,500 
Nominee Companies a 381 381 
The net assets of the ‘Nominee. Companies ‘amount to ” £381, Tepresented 
by deposits with the Bank, per contra. a ee 
1,268,771 767,391 
Bank Premises and Furniture, at cost less amounts written off ... ... ... ... 2,+$0/534 2,166,200 
Trade Investment, representing Property, at cost less amounts written off as 12,375 14,438 
V. A. GRANTHAM, Chairman. 3,461,680 2,918,029 
J. TAIT, Deputy Chairman. 
C. W. MILES, Director. 22 ee 
; £223,968,987 £203,685,695 
‘ENDED 31st DECEMBER, 1955 
ew 
1954 
£ £ 
\Balance Brought Forward from 31st December, 1954 P a 392,910 403,513 
‘Profit, after providing for taxation and after making allocations to “Contingency “Accounts, 
/ gut of which Accounts full provision has been made for diminution in value of assets -_.. 759,340 723,147 


| 


Notes :— 

(1) The aggregate emoluments received by the Directors for their services amounted to 
£21,398 (1954, £19,603). In addition a pension of £625 was paid to a former Director 
(1954, £1152). 

(2) The nominee subsidiaries do not trade and their accounts show neither profit nor loss. 
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ment has established a research laboratory in an endeavour 
to discover the nature of the disease and to eradicate it. 

Sarawak raises a substantial part of its budgetary 
revenue from customs duties and the increase in rubber ex- 
ports has caused this particular source of revenue to yield 
almost M$12 million more than was originally estimated. This 
is a considerable increment for the government of a territory 
whose total revenue for the present year is estimated at 
M$41 million. Allowing for a contribution of M$3 million 
to the Colony’s Development Fund there should be a small 
budgetary surplus in 1956. The Development Plan for the 
period 1955/60, which is now being implemented, is being 
substantially financed by accumulated surplus balances and 
includes provision to assist rubber replanting with a view 
to improving the industry’s efficiency and its ability to com- 
pete in world markets. Meanwhile there is reason to hope 
that the search for new sources of oil which has been pro- 
ceeding along the coast of Sarawak and elsewhere in British 
Borneo will succeed and be the ..cans of bringing greater 
prosperity to Satawak. 


Indonesia 


It is gratifying that,the underlying optimism which has 
sustained our operations in Indonesia and our faith in the 
Republic’s ability to overcome its economic and other trou- 
bles are seemingly more warranted now than at any time 
during the last two years. The deterioration, almost con- 
tinuous during that period, has been halted and the process 
of recovery has started and bids fair to continue. This re- 
covery, which is evidenced in financial, economit and politi- 
cal fields, dates from the replacement in July of the com- 
munist-supported coalition government by a strong Masjumi- 
led caretaker government determined to suppress malprac- 
tices, combat inflation and restore governmental authority. 

This quick change round in the Republic’s fortunes 
clearly demonstrates that the inherent wealth of the country 
is sufficient for its continued prosperity provided world prices 
for agricultural products remain at a reasonable level and 
sound administration in Indonesia ensures that law and order 
and wages are such that produce can be delivered and ex- 
ported at competitive world prices. Complementary to this 
is, of course, a policy which ensures that those imports 
considered necessary for the country are obtained from the 
best world markets and are made available to the people 
without undue distortion of internal prices. This emphasis 
on sound government is, I believe, well understood by those 
moderate leaders in Indonesia on whom the future of the 
country so much depends and there should be'‘sufficient good 
statesmanship in the three great Muslim parties to guarantee 
stable government for two or three years at least. Coali- 
tion however, particularly in young countries, are subject 
to internal dissensions and the success or otherwise of the 
new government expected in May next may depend perhaps 
on its united determination to grapple with labour, whose 
demands are still so unreasonable that they form a major 
threat to the country’s continued prosperity. 

Another threat, and one which should to some extent 
temper the general optimism, is the continued inflation. 
Until the cost of living is appreciably reduced, further 
trouble even from the. more responsible labour unions, can 
be expected and to date the tight-money policy of the care- 
taker government and thé excessive duties imposed upon 
luxuries have not achieved sufficient improvement to en- 
gender a feeling that the situation is in hand. Furthermore, 
very stringent money conditions have been created by this 
policy and the operations of the banks have been so cir- 
cumscribed that the Governor of the: Bank Indonesia may 
deem it necessary to introduce some relaxation in the present 
regulations. : 

In keeping with the trend to simplify import procedure 
generally and to eschew outright discrimination against for- 
eign trading firms, is the recent reasonable government 
statement on foreign capital investment. Unfortunately the 
statement does not entirely allay fears regarding existing 
investments; nor does it perhaps envisage land leases of 
sufficient tenure te make further investment in rubber and 
tea estates sufficiently attractive. In view of the differences 
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between the internal and external value of the rupiah we 
cannot expect to obtain profit remittances at the official 
rate but in my opinion the authorities have been much too 
drastic in the sealing down effected by the new profit re- 
gulations and we have to undertake an undue amount of 
business, with its attendant risks, in relation to the final 
reward wé are allowed to bring to this country. 


Thailand 


The successful outcome of Thailand’s decision last year 
to restore the rice trade to private hands paved the way for 
one of the most interesting post-war experiments in the Far 
East—a country returning to a free economy. When it was 
seen that private traders would succeed in disposing of the 
whole of the previous season’s rice crop, the government, 
who are to be congratulated on the smooth and sensibie 
manner of the transfer, introduced further measures 10 
remove unnecessary restrictions on exports and followed this 
by freeing imports. It is expected that adjustable customs 
duties will make luxuries expensive and keep imports gene- 
rally within an acceptable pattern. 

Before Thailand could take this step it was obviously 
necessary for the country’s foreign exchange holdings to be 
able to withstand the added drain to be expected from the 
increased imports following the elimination of controls and 
permits. Fortunately, in addition to unexpectedly large 
sales of rice, which were over 200,000 tons more than during 
the previous year, the exports of rubber and tin also in- 
creased and at more favourable prices. To ensure that the 
stability of the tical was maintained an equalisation fund 
with initially US$63,000,000 at its disposal was set up and 
this fund is now operating freely in the inter-bank market. 
The policy governing its operations is to endeavour to keep 
the tical strong but not so strong that it will penalize ex- 
ports. Only experiences will show which is the best rate for 
the country. At the moment it seems to be settling around 
Ticals 58 to £1 but it is significant that with the large 
amount of dollars accruing to Thailand through its exports 
to Laos under American aid, the equalisation fund has, so 
far, had to operate entirely against an undue appreciation 
in the external value of the currency. 

As a bumper rice crop is expected next season and as 
substantial amounts of American aid are likely to be forth- 
coming one can be restrainsdly optimistic of Thailand’s 
prospects during the coming year and of its ability to stand 
up to normal impacts on its free economy. American aid, 
apart from the I.C.A. allocations, which incidentally have not 
been availed of by local merchants to the extent expected, 
will be concentrated on the improvement of roads and com- 
munications generally and I think it is very much in Thai- 
land’s favour and an assurance of the country’s future well- 
being that its government has decided to open up the coun- 
try and improve its agricultural products rather than em- 
bark on large industrialisation schemes. 


Vietnam 


Seldom can there have been more divergent views on 

the political and economic future of a country than those 
existing in Vietnam at the. moment.- Nevertheless, follow- 
ing the initial confusion resulting from the withdrawal of 
the French and the handing over of power to young and in- 
experienced administrators, order and stability have begun 
to appear. To that extent conditions have improved but 
stability, economic and political, is dependent upon American 
aid which will have to continue on probably an undiminished 
scale if the nation is to survive and make progress. 
At the présent time the United States not only sustains 
the defence of Vietnam but overcomes the lack of exports 
by providing the foreign currency to pay for essential im- 
ports. The. United States too, by supporting M. Diem, has 
succeeded in creating an effective although hardly democra- 
tic government. M. Diem has shown himself capable of 
taking strong action when necessary and an important factor 
of the near future must be the ability of his regime to 
survive. 

M. Diem seems adamant in his determination that the 
government of South Vietnam will not participate in the 
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general elections agreed upon at the Geneva Conference and 
there is bound to be much uneasiness locally and in many 
other quarters until the repercussions, if any, arising from 
this decision are known. This suggests that if Vietnam 
manages to escape trouble from over its borders during the 
coming year a gradual return to normal trading should re- 
sult. It will, however, take a considerable time before 
national traders can take the place of the large French 
firms who have for so many years dominated the country’s 
commerce and who, in some part, have decided to close down 
rather than to take their chance under the new regime. In 
this period of transition there will probably be less normal 
business for banks such ag ours. 


‘Cambodia 


Cambodia is celebrating its independence with marked 
restraint and the young country’s cautious approach to its 
monetary and economic problems has much to commend it. 
By using for the most part American aid for imports and 
allowing the foreign currency proceeds of exports of rice 
and rubber to accrue, a sound external payments position 
is being built up. This, in conjunction with the confidence 
inspired by the recently elected stable and popular govern- 
ment, bids fair to make Cambodia’s new independent cur- 
rency, the riel, sound and acceptable. 


Although the government has no declared intention of 
embarking on schemes for industrialisation there is a 
realisation of the necessity for agricultural improvement 
and foreign investment will be especially welcome in this 
sphere. It is possibly this agricultural policy that accounts 
for the close friendship developing between Cambodia and 
Japan and for the announcement by the Japanese Foreign 
Minister that his country plans to send fifty thousand 
emigrants to Cambodia in the next five years. Our own 
business in Phnom Penh has received fair treatment and 
encouragement from the authorities and the newly-formed 
central bank and is developing along sound and conven- 
tional lines. 


The Philippines 


For some years now in these reports I have been able 
to point to the Philippines as one of the few countries in 
South East Asia having political and economic stability and 
I have more than once cited the Republic’s successful strug- 
gle against inflation and its achievement in maintaining its 
international reserves at about US$300,000,000, or roughly 
equal to its note issue. Unfortunately 1955 has seen a very 
rapid deterioration in these key factors and at the end of 
the year the foreign holdings had dropped to a figure close 
to US$200,000,000. As there: were too, no signs that ex- 
ports, including the invisibles from American aid, were suffi- 
eient to cover imports it is not surprising that distrust of 
the peso was generated. Business circles for the most part 
are of the opinion that only the determined stand of the 
Governor of the Central Bank has prevented devaluation 
and fears are expressed that unless a substantial loan is 
obtained from the United States there is the possibility of 
a change in the external value of the unit of currency. 


Official circles contend that the situation is not nearly 
as bad as figures suggest as a large proportion of the im- 
ports have been in the form of machinery, agricultural 
equipment and other capital goods essential to the economic 
development of the couxtry and that the adverse trend was 
inevitable pending the effect of increased production from 
the products of this dollar expenditure. This contention 
would perhaps have more force were there unanimity of feel- 
ing that the Republic’s development schemes had been well- 
planned and well-phased but an analysis leaves a feeling 
that the emphasis has been much too much upon new manu- 
factures and not enough on agriculture and communications. 
For this reason, and as the too rapid economic development 
has been financed by the issue of bonds which, in the absence 
of public support, are frequently purchased by the Central 
Bank, the country’s strength tends to be undermined. Un- 
less, therefore, the development programme is slowed down 
and geared to monetary stability lack of confidence may 
continue. 
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Above all this President Magsaysay stands as a great 
rallying point for the nation and never has his prestige been 
higher. Even he, however, cannot eliminate the lack of co- 
ordination in government circles which is perhaps the out- 
Standing weakness of the administration. Nevertheless 
there have been determined drives during the year to stamp 
out bribery and corruption and, although some of the in- 
vestigations were depressing and perhaps undignified, one 
is left with an impression that there is a steady and con- 
tinuing improvement in the general standard of administra- 
tion. Due to the proliferation of new legislation it is per- 
haps not surprising that occasionally regulations seemingly 
anti-foreign and obviously not to the country’s advantage, 
are adopted. The uncertainty thereby created tends to dis- 
courage foreign investment. Although the Bell Act con- 
stitutes the main prop to the oversea trade of the Philippines 
the terms of that Act, by tending to reduce economic de- 
pendence upon the United States as time goes on, are 
prompting the country to look more towards Europe and 
the sterling area generally as an alternative market. This 
could give an added importance to our branches in the 
Philippines but it is too early yet to.say to what extent. 


Hongkong 


Although the external trade of Hongkong during 1955 
increased by almost five per cent. in value from its level in 
the previous year, the figures indicate no fundamental im- 
provement in the position of the entrepot trade, which has 
always been the mainstay of the colony’s economy. Exports 
to the China mainland declined drastically in value, a de- 
pressing indication that China prefers to import the limited 
range of goods and commodities which it is able to obtain 
from the free world direct from the countries concerned 
rather than threugh the entrepot facilities of Hongkong. 
On the other hand Hongkong’s imports from China increased 
substantially, particularly in respect of textile yarns and 
piece goods, in the international markets for which China 
shows signs of becoming an increasingly important competi- 
tor. 

There can be no doubt that Hongkong has been more 
severely penalized than any other territory by the imposi- 
tion of the United Nations’ embargo on what are defined as 
strategic goods and commodities. At present China is con- 
ducting approximately eighty per cent. of its external trade 
with the Soviet bloc, so that the possibilities of expanding 
trade between China and the free world are by no means 
unlimited, unless the Chinese authorities are prepared to 
make drastic changes in the direction of their foreign trade, 
which is unlikely. At the same time the existence of an 
embargo list which includes some 400 items, many of which 
the Chinese are anxious to import, is clearly a severe de- 
terrent to any expansion of trade whatsoever with China and 
short of pruning the list or abrogating the embargo entirely 
Hongkong’s export trade to China seems doomed to become 
smaller, an unpleasant prospect for a small territory with a 
large refugee population. Fortunately there appears to be 
a growing realisation both in this country and the United 
States that the embargo is now doing more harm than good 
to the Western cause and it is to be hoped that steps will 
be taken at least to modify it. 

_The new’ industries that have been developed so 
successfully in recent years have had a satisfactory year 
and have contributed substantially to a rise in Hongkong’s 
exports to the United Kingdom. Early in 1955 Hongkong 
manufactured products received unexpected advertisement 
in Britain from the public complaints of British manutac- 
turers in certain industries that the low prices of these 
goods made it difficult to compete with them in the British 


market. British demand for Hongkong products has un- 
doubtedly been stimulated by their relative cheapness 
and by the fact that their quality has substantially 
improved. It should be remembered that industrial develop- 


ment in Hongkong has necessarily been accelerated since 
the imposition of the United Nations’ embargo restricted 
the entrepot trade and so made it urgently necessary for 
the colony to develop alternative forms of economic activity 
in order to feed its rapidly expanding population. 


China 


During the year we finally vacated our premises in 
Shanghai and transferred outstanding accounts and securi- 
ties, as called for under the agreement with the representa- 
tives of the People’s Government: Our only foothold in 
China is now a liaison office in Shanghai, although we have 
retained our banking licence and can open up again for 
business should times become more propitious. 


In the meantime correspondent arrangements with the 
Bank of China, which are working satisfactorily, enable us 
to participate to some extent in financing th: external trade 
of the country. 


Japan 


In commenting last year on the encouraging results 
in Japan following the introduction of the deflationary 
policy and other austerity measures I said that the country 
was by no means out of the wood as much of the improve- 
ment was due to artificial restrictions and stimulants rather 
than to genuine economic improvement. It is with pleasure, 
therefore, that I am able to report that a further twelve 
months has seen such continuous improvement in industry 
and oversea trade that the Japanese economy is now nearer 
to achieving genuine stability than at any time since the 
war. 


The increase in exports is perhaps the most impressive 
manifestation of this new prosperity and to achieve a 
balance in international payments of U.S.$493,000,000 not- 
withstanding a further decline of twenty-nine per cent. 
during the year in United States Special Procurement con- 
tracts, is an effort worthy of congratulation. Japan’s 
foreign currency holdings have now reached their highest 
post-war figure and, although in some countries there is 
resistance to the rapid increase of certain classes of imports 
trom Japan, a good augury for the future is that Japan’s 
exports are now more diversified and more widespread, and 
thus less likely to be the subject of restrictive legislation 
abroad. In fact, in view of this year’s bumper rice crop, 
which may allow Japan to reduce her annual imports by 
200,000 tons, the country’s problem may be the wise in- 
crease in imports rather than the marketing of its exports. 
With many countrics and areas still inclined to work on 
balanced trade figures Japan must give its trading partners 
the ability to pay for the goods they require and perhaps 
a sound policy at this juncture would be for the country 
to set a safety figure for its foreign holdings and to use 
any surplus after normal trading for the import of goods 
necessary in long-term internal improvement schemes such 
as communications, power, irrigation and in particular, reads 
which fall far short of the standard expected today in any 
country. 


The buoyant economy has brought its own problems 
for, committed as the country is and must be to a defla- 
tionary monetary policy, the Governor of the Bank of Japan 
is endeavouring to bring down interest rates which are still 
considered an undue handicap to industry. Then too, al- 
though industrial output in 1955 reached a new record, 
there was considerable unemployment and it was by no 
means certain that monetary and other restrictions were 
having the desired effect of forcing labour from unproduc- 
tive to productive employment. Throughout the whole 
period money became more plentiful and the liquidity of 
the leading Japanese banks showed distinct improvement. 


In perhaps only one direction has Japan been unsuc- 
cessful in its trading efforts and that is with mainland 
China where the anticipated increase in trade between the 
two countries following the interchange of trade missions 
has not materialised. Our own prospects in the country 
must remain obscure until we know for certain the effects 
of the new taxation laws shortly to be submitted to the 


Diet. 
New York 


The value of our New York office in our branch system 
has again been apparent this year, although we did not reap 
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all the advantages which might have been expected from 
our having branches in countries recelving American Aid 
and an office in New York. In fact, as imports under aid 


programmes usually cause an equivalent reduction in imports 
through ordinary trade channels, our turnover in some 
Easterr, countries is adversely affected. Nevertheless, this 


is often more than offset by the stability brought to those 
countries and in the areas in which we operate, the genero- 
sity of the Americans is most marked. We are giad, too, 
that the disposal of surplus farm products has so far been 
effected in a manner which has not unduly disturbed world 
prices 

The United States’ economy continued to be very 
buoyant during the year and this was to a certain extent 
reflected in the amount of business passing through our 
New York office. 


Hamburg 


Our Hamburg agency continues to ext:nd its connec- 
tions with those sections of the commercial community in 
West Germany which are concerned with trade with the 
East. The Federal Republic has so far remained singularly 
free from strikes of any consequence although demands 
for pay increases are becoming more persistent. 


In trade and industry the trend of production, employ- 
ment and sales has continued, generally speaking, to rise, 
and the external trade surplus for last year, although smaller 
than in 1954, was still substantial. Exports expanded once 
again and it is clear that German competition is being inten- 
sified in Asian markets. 


Manchester and Liverpool 


Our branches in Manchester and Liverpool continue to 
assist the flow of trade between Lancashire and the Hast. 
The services they provide will be of particular assistance 
to merchants and manufacturers in the North of England 
in the highiy competitive conditions which have now de- 
veloped in so many Asian markets. 


West End, London 


Our West End, London, branch is well situated to pro- 
vide banking services for the many visitors who come to 
Londen from the East on business or holiday. 


Conclusion 


The money markets of the Sterling Area are of neces- 
sity highly sensitive to poli¢y pursued in the City of London 
and we have therefore to pay close attention to the policy 
of credit restriction now in operation in this country. 


Whiie it is obviously proper for us to observe the offi- 
cial directive so far as it apphes to customers who deal and 
trade exclusively in this country, it will be clear that our 
operations oversea must, in the end, be related to the policies 
and needs of those countries in which we operate, where 
we have obvious responsibilities to the governments con- 
cerned, some of which are outside the Sterling Area. 


The rates of interest imposed in the United Kingdom 
must to some degree affect the cost of finance of new 
projects in the undeveloped countries, but the extent to 
which finance for those projects should be provided is pro- 
perly a matter for the countries themselves to determine 
and our main concern must be to see that our own opera- 
tions are carried out on sound lines in each country in rela- 
tion to local conditions. 


The Sterling Area has far-flung ramifications and it js 
only too clear that uncertainties as to the results of the 
Credit Squeeze in this country could have far reaching re- 
sults not only in this country but also in the many countries 
in which we operate. It must be hoped that the policy that 


is now being put into effect will counteract those -uncer- 
tainties without undue delay. 
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ECONOMIC REPORTS FROM THAILAND 


Salt for Indonesia: Thailand contracted to sell 100,000 
tons of salt to Indonesia the delivery of which commenced 
in the middle of January, and the shipment will be com- 
pleted around the middle of August 1956. This will mark 
the first time that Indonesia has bought salt from Thailand. 
The sale of 100,000 tons of salt to Indonesia in 1956 will 
boost the exports of Thai salt in 1956 to a record high level. 
Thailand normally exports about 160,000 tons of salt yearly, 
cut of which Japan takes about 100,000 tons each year. 
Since the average world price of salt is at present lower 
than the cost of production of salt in Thailand, the salt 
exporting companies in Thailand are able to sell their salt 
only through Government subsidy. The Government deems 
it necessary to subsidize the salt Industry because it be- 
lieves that the salt industry is the type of industry in which 
Thailand can develop a potential comparative advantage. 
The high cost incurred in the production of salt in Thai- 
land is due to the primitive method used in the production 
of salt. Therefore the Government is now contemplating 
the establishment of a model plant to produce salt according 
to modern technique, so that the salt producers in Thailand 
may be educated through the example set by the Govern- 
ment. Through the modern method of producing salt, the 
salt producers would not only able to reduce the cost of 
production but also to improve the quality of the salt. 

Export-Import Loan: The Ministry of Finance through 
the Government Savings Bank set up a fund of 40 million 
baht for use as loans to assist exporters and importers during 
periods when money is tight. Last year 100 million baht 
was set up as a trade loan fund by the Savings Bank. How- 
ever, it has been found this amount was too big. The fund 
is to be used mainly for loans to promote exports. Loans 
will be granted for imports only in cases where the goods 
are considered essential to livelihood. 

Customs Income: As a result of freeing of the import 
trade, the earnings of the Customs Department are increas- 
ing. The total customs income for last year will be around 
1,470 million baht. The budget estimate is 1,300 million 
baht. This year the customs income will be 1,656 million 
baht. 

Japan Trade: Talks are held to scrap Thai-Japan open 
account trade in favor of trade on a normal basis. The open 
account trade is good when there is a shortage of foreign 
exchange. It made it possible for Thailand to sell much 
rice. Disadvantages include the necessity of having to buy 
from Japan whenever Thailand sells rice to Japan. Trade 
arrangements of other countries are under study for possible 
application in direct free trade with Japan. 

Paper Umbrellas: The Ministry of Economic Affairs 
is placing paper umbrellas under import control. Permits 
have to be obtained before paper umbrellas are imported. 
The domestic paper umbrella industry is making progress 
and should be promoted. Limited quantities of paper um- 
brellas will be permitted for import. 

Gold: After six months ban on gold imports, the 
Government lifted prohibition in order to permit limited 
purchase of gold from abroad. Very much gold is being 
smuggled into Thailand by plane and ship and only in a few 
justances have the smugglers been arrested. If limited im- 
port of gold is permitted the smuggling may stop and the 
Government may keep a check on the amount of gold im- 
ported and the amount of foreign exchange used for gold 
imports as well as gain from import duty on the gold. With 


harvest of the rice crop taking place, farmers will be buying 
gold for ornaments or to keep as savings, and if the ban 
had not been lifted, more gold would be smuggled. Gold 
traders still have to import through the Gold Trading Syndi- 
cate. The Government prefers a single organization of gold 
traders for purposes of more effective control. Only 90,000 
ounces of gold are permitted import each quarter. 

The Thai authorities have been acting in the matter 
of gold trade control either naively or have been talking 
through their hats. Smuggling of gold is protected by 
powerful personages in the government itself. The Chinese 
are the buyers and transporters but without protection, 
which costs money and brings revenue to many Thai offi- 
cials, smuggling could not go on. After long ‘study’, im- 
ports of gold, at about 90,000 ozs per 3 months, were per- 
mitted several years ago; smuggling practically came to an 
end—-to the chagrin of ftfongkong’s bullion trade. But. 
then, for vague reasons, import was again prchibited, and 
smuggling, as was to be expected, resumed. 

The public knows about this shady business of once 
permitting, then prohibiting gold imports. As the Thais, 
and the Chinese as well, insist on buving gold, for orna- 
ments and value-protection, nothing can be «done about it. 
It is only a question of licensing gold imports or to see it 
smuggled into the country. If officialdom in Thailand was 
honest and more men in the public service were found to 
uphold integrity, the matter of gold import prohibition 
could never have arisen. The trouble is that in spite of 
many efforts by the rather few honest men in the govern- 
ment, corruption and graft are widely observed, and the 
people are far too indolent to change this situation. There 
has been a very slow improvement in this ‘rot’ but at this 
tempo it will take more than a century to get satisfactory 
results. The gold import vagaries and the smuggling of 
bullion are indicators of the low moral standards in official 
guarters in Bangkok. 

Price Control: As part of the Government’s policy for 
free trade, the Anti-Profiteering Committee for Bangkok 
and Thonburi lifted all remaining price controls in the two 
provinces. Controls are lifted from prices of ice, tea, coffee, 
khao-tom (rice broth), choke (rice soup), bah-mee (ver- 
micelli), kio (meat balls) and pork. The committee ex- 
plained that the Government wants to promote free trade 
and does not want price ceilings on products. The com- 
mittee called upon traders in foodstuffs not to take the 
opportunity to raise prices but to assist in the Government 
policy to lower the cost of living. The committee appeale.l 
to the public not to take alarm at lifting of price controls. 
It predicted a possible slight rise in prices as a result of 
the lifting of controls but it stated that prices would come 
down later. 

Yugoslay Ships: Thailand is negotiating purchase of 
five merchant ships from Yugoslavia. The purchase is being 
negotiated by the Ministry of Economic Affairs on behalf of 
Thai Maritime Navigation Company. The ships to be 
ordered include three 3,000 tonners to be used on the 
Singapore and Hongkong run and two 5,000-tonners for the 
Japan route. The cost of the ships is eight million US 
dollars. Yugoslav shipyards are among the best in Europe 
and the costs are reasonable, compared with prices of other 
countries. 

Yugoslavia may buy Thai rice, rubber, tin and other 
metals, groundnut and other oils. 
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Aid Farmers: The Cabinet Council decided that the 
following orders should be given officials to assist farmers: 
1. Make every effort to supply water for farmers, who 
should not have to depend on rain alone. 2. Instruct 
farmers in the use of fertilizer and obtain fertilizer to sell 
cheap to them. 3. Promote among farm families home in- 
dustries using local raw materials, 4. Help farmers sell 
their products at good prices and prevent traders from 
forcing low prices on them. 5. Assist farmers in trans- 
port of their products to market. 

Gold Bullion Sales: The Ministry of Finance sold a 
total of 58,729,261 grams of gold bullion from the wartime 
Toh Moh, Naradhivas, mines to two companies and four 
persons by bid, for a total of 1,703,958 baht. The persons 
are Chinese. The companies are Krungthep Suwan Panit, 
Ltd. and Sin Kee Siang Company. 


World Bank Aid: Thailand requests the World Bank 
to send experts to make a study of Thailand’s natural re- 
sources and to compile statistics such as only the World 
Bank can produce. This study is to be made for the pur- 
pose of providing an accurate measurement of the country’s 
potential wealth and economic status. The results of the 
study are to be published es part of a compaign to attract 
foreign investment and to show to governments and organi- 
zations from which Thailand may be seeking loans in the 
future. The lack of proper records of the country’s wealth 
is a handicap in obtaining loans or inviting investment. 
Loaning agencies and potential investors are not able to 
obtain proper information. 


US Loan: The Government considered a proposal of 
the United States to provide longterm, low-interest loans for 
projects in Thailand in place of direct economic assistance. 
The loans would be payable over 40 years at an annual in- 
terest of three to four per cent. Loans would be provided 
for projects for which the Government has proper plans. 
The United States would also provide technical experts. 


Rubber: To rehabilitate Thailand’s rubber plantations 
so that better yields of improved quality will be produced 
in the future, the Government is going to impose a special 
tax on export rubber, the collection to be used to replace 
old or damaged or low-yielding trees with new better-yielding 
plants. The project is based on action taken by the Malayan 
Government. It calls for a fee to be collected on every 
kilo of rubber being exported. Calculation of this fee is 
to be arrived at in this way:—Prevailing price in satang 
per kilo minus 600 and the total divided by 10. A special 
board appointed by the Ministry of Agriculture will handle 
the rubber rehabilitation fund. Five percent of the collec- 
tion is to be turned over to the Farming Department for 
research into high yielding plants to be supplied for rehabili- 
tation of the plantations. The remaining fee is to be divided 
for assistance to the various sizes of plantations in the 
following proportion; large estates (above 250 rai) to get 
five percent; medium estates (above 50 but below 250 rai) 
to get 20 percent; smallholdings (below 50 rai) to get 75 
percent. Out of a total of two million rai, about 500,000 
rai need rehabilitation. Applications for use of the fund 
will be made by rubber planters to the special committee 
which will make the allotments in accordance with the set 
proportions. The committee will send officials to study the 
plantations and make recommendations. In areas no longer 
considered suitable for planting of rubber, the committee 
may provide other plants for cuitivation. A rubber shipper 
who evades the rubber rehabilitation fee faces a fine of 5,000 
baht or ten times the fee he has evaded (depending on 
which figure is higher) or imprisonment for six months, or 
both. 

Rice Movement: The Ministry of Economic Affairs 
has announced new regulations on rice movements which 
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permit free movement of rice from Bangkok and Central 
Plain provinces to the southern provinces, and within the 
southern provinces except at border districts. 


1955 Rice Export: From the beginning of the year to 
December 9, a total of 1,142,573.9 tons of rice were ex- 
ported by Thailand. Japan took 347,201 tons; Malaya 
131,917.2; Singapore 229,318; Philippines 56,475.6; Indo- 
nesia 37,250.9; Okinawa 17,845.1; Netherlands 37,367.1; 
Sarawak 22,664; Africa 17,021.7; England 6,455.4; Ceylon 
12,2429; Borneo 11,501; Cambodia 7,200; Macao , 4,580; 
India 1,525; UNICEF 1,520; Aden 2,350; Abyssinia 50 tons. 


Rice Trade: With one of the biggest crops forecast 
for this year, Thailand will export at least 1,500,000 tons 
of rice this year. To facilitate the rice trade, the Ministry 
of Economic Affairs has set new premium rates for export 
rice. The new rates are on the whole lower than the 
former. The premium for 100, 5, 10, 15, 20, 25, 35, and 
45 percent rice (every kind) and A-1 Super broken rice 
is 935 baht per ton. Formerly, the premium for 100 and 
5 percent rice was 1,050 baht; 10, 15 and 20 percent 950 
baht; rough rice 5, 10, 15, and 20 percent 825 baht; white 
or glutinous or rough rice, 25, 30, 35, 40, 45 and 50 per- 
cent 600 baht; parboiled rice 400 baht. The premium for 
broken rice (all kinds, including A-1 Special) is 380 baht. 
Formerly, the premium for A grade brokens was 400 baht 
while that for C grade broken was 300 baht. 

The Ministry of Economic Affairs also makes it neces- 
sary for rice exporters to use only “Heavy Cees” gunny bags 
of 29” x 48” for packing rice and each bag must contain 
110 kilograms of rice. In future only customs officers will 
inspect export rice. Formerly, Economic Affairs officials 
must also inspect rice before shipment abroad. 


Thailand need not fear competition from Communist 
China in the Singapore and Malayan rice market. Traders 
prefer to purchase Thai rice to rice from another source 
because the consumers of Singapore and Malaya like to eat 
Thai rice. Thailand is certain of selling 300,000 tons of 
rice to Singapore and Malaya. Thai rice is selling better 
than Burma rice. 


Economic Affairs Ministry expressed doubt over reports 
that Communist China would have an exportable surplus of 
1,200,000 tons of rice. They said that in 1953 it was re- 
ported Communist China has 250,000 tons surplus but most 
of this surplus came from North Indochina in exchange for 
munitions. 

Thai rice trade will not be seriously affected by entry 
of Communist Chinese rice into the Hongkong market. 
Hongkong people prefer Thai rice to rice from any other 
country. So far, Communist China rice constitutes only 
12 percent of total rice imports of Hongkong. Thai rice 
makes up the greatest percentage. From January. to 
September last year Hongkong imported 204,900 tons of rice. 
Of this, 149,000 tons was Thai rice; 24,000 tons Communist 
China rice; 24,000 tons Burma rice; 4,000 tons Indochina 
rice; 3,900 tons Macao rice. 


Rice for Sugar: The Thai Government is considering 
an offer from the Philippine Government for a year’s agree- 
ment to barter sugar for rice. The proposal is for the 
Philippines to export any required amount of sugar to Thai- 
land and for Thailand to export in return rice to the equiva- 
lent value. The Philippines requires the rice for stabiliza- 
tion purposes. The rice crop of the Philippines is expected 
to be normal but rice is required from Thailand to keep 
stocks against possible damage by natural disasters and to 
prevent fluctuations of rice price. The Philippines is able 
to export 30,090 to 40,000 tons of sugar this year but Thai- 
land’s import need is only 10,000 tons. The value of this 
amount of sugar is 1,200,000 US dollars. 
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ECONOMIC LETTER FROM TOKYO 


According to the Ministry of International Trade and 
Industry, economic conditions continue good throughout the 
country thanks to active exports and rich harvest. This 
favorable situation has lasted since October last year, and 
terms of business transactions have somewhat improved of 
late. Hence, there is more incentive among business enter- 
prises for plant and equipment expansion or modernization, 
and they are faced with the problem of securing needed 
raw materials and motor power. As to this move for expan- 
sion and modernization of equipment, opinion is gaining 
strength among top officials of the Ministry to hasten adv 
justments from the standpoint of all concerned. 


The Ministry of Finance, deeming it advisable for banks 
to make more efforts for rationalizing their business manage- 
ment at this time of increasingly lower money rates, sent 
instructions to each bank prior to settlement of account 
for the half yeer ending March. There it is recommended 
for banks, besides cutting down expenses, to increase their 
capital and restrain dividends, and for ordinary commercial 
banks to refrain from making long-term loans. They are 
also, among other things, required to submit report stating 
in detail what may be counted as reserves for payment of 
their deposits. 


According to the Economic Planning Board, farmers 
income during Apr.-Dec., 1955, increased by 25% over the 
like period of the previous year. Prices in rural districts 
declined both for goods they buy and sell. However, com- 


pared with the same period a year before, the dip in their 
selling prices was greater than that in the other against 
farmers’ interest. The gain in their income has so far been 
appropriated to the payment of their debts or to savings. 
The Board keeps a wary eye on the latter, for how they 
spend their savings hereafter will considerably affect the 
whole business situation. 

The Finance Ministry disclosed that foreign exchange 
accounts for February, 1956, resulted in a favorable balance 
of $44 million with receipts at $254 million and payments 
at $210 million. It is mainly due to high level exports of 
$192 million only surpassed by the post-war peak of $198 
million in December, 1955. This brought the cumulative 
balance since the beginning of the fiscal 1955 (Apr.) up 
to $485 million, and the surplus for the whole fiscal year 
is now sure to exceed $500 million as against $344 million 
for the preceding fiscal year. 

The six big banks of Fuji, Mitsubishi, Sanwa, Sumitomo, 
Dai-ichi and Mitsui have dccided to double the amount of 
their present capital simultaneously, the additional capital 
issued to be paid in on July 1 next. After the capital in- 
crease the rate of dividends will be reduced from the pre- 
sent 12% per annum to 10% each. Present amounts of 
issued capital as well as of total capital authorized (in 
bracket) of each are, in millions of yen, as follows: Fuji 
2.700 (10,800); Mitsubishi 2,750 (11,000); Sanwa 2,500 
(10,000); Sumitomo 2,280 (9,120); Dai-ichi 2,040 (8,160); 
Mitsui 2,000 (8,000). 


MINING AND MANUFACTURING TECHNIQUE IN JAPAN 


Remarkable progress has been made in Japan’s indus- 
trial technique during the ten years after the war but it has 
been due largely to foreign assistance. Elevation of techni- 
cal standards has helped improve productivity which, in 
turn, has resulted in the expansion of production and the 
promotion of foreign trade. 

However, coordination among the various divisions of 
industry for the development of new technique is far from 
satisfactory. These are cardinal points of the White Paper 
compiled by the Board of Industrial Science and Technology 
of the Ministry of International Trade and Industry. The 
White Paper, entitled, “The Status of Mining and Manufac- 
turing Technique in Japan,” is a 500,000-word report analy- 
zing the progress of Japan’s industrial technique during the 
last 10 years and sounding the prospects for the futyre. It 
emphasizes the need of establishing technological autonomy 
and full ‘coordination among enterprises for .further deve- 
lopment and exploitation of industrial technique. It stresses 
that Japan must launch a vigorous national movement for 
the betterment of scientific know-how if she is to draw level 
with the advanced countries, such as the United States, the 
United Kingdom and Germany. Regarding the utilization 
of atomic energy and technique the White Paper expects 
Japan will make great strides in the next 10 years. 


The Past 10 Years: During the chaotic postwar years 
emphasis was laid on quantity production, and efforts to 
improve technique were thus made along this line. How- 
ever, as the Japanese economy came up against interna- 
tional competition from 1949, Japan found itself lagging 


far behind the advanced. Western countries in industrial 
technique. Japan was forced to concentrate on improving 
production methods through modernization of equipment. 

In June, 1950 the Foreign Investment Law was enacted 
to facilitate the induction of new foreign technique. As a 
result industrial technique in Japan rapidly improved. New 
technique and new products appeared one after another 
in the various branches of industry. For example: 

1. Machinery Division: Highly efficient construction, 
mining and manufacturing machines; vessels equipped with 
powerful engines in which technically advanced ball-bear- 
ings and electric welding are employed; improved diesel 
buses and better passenger cars; high-class cameras and 
sewing machines for house use; and new types of communi- 
cations ‘apparata. 

2. Chemical Division: Various new agricultural 
drugs; new chemical fertilizers such as urea; various 
synthetic resins including vinyl chloride and silicon resin; 
various new paints, dyes and activators; and new medical 
drugs such as penicillin. 

8. Textile Division: Synthetic fivers such as, vinylon 
and nylon, crimped staple fiber as well as crimp-proof pro- 
cessing and resin processing. 

4. Other Divisions: Powerful thermal power stations 
and super-high-pressure transmission method in ‘the electric 
division; highly purity zine and various kinds of strong cast 
iron in the metal division: improvement in industrial designs 
and in packing technique. 
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Scientific management of production was another fea- 
ture of postwar Japanese industries. Production manage- 
ment in the fields of quality, measurement, thermal and 
color controls were popularized. Industrial training was 
also carried out. 

Effective utilization of domestic resources was still 
another feature of industrial activity in postwar Japan. 

Outstanding in this field were the utilization of burnt 
oxide for production of iron; the utilization of waste gas 
available from copper smelting for production of sulphuric 
acid; the production of pulp out of trees with broad leaves; 
and the utilization of waste gas that generates during the 
process of manufacturing electrolytic pig iron. 

Improvement of Productivity: Technological progress 
has played an important role in improving productivity. 
Outstanding examples in the principal divisions of industry 
are: 


Metal and coal mining: Production per worker has 
increased as a result of mechanization of mining and 
transportation. 


Power generation: Thermal efficiency of thermal power 
plants has been remarkably improved. This is due prin- 
cipally to the modernization of equipment and the advanced 
method of plant operation including automatic control. 
Greater efficiency in construction and civil engineering is 
also noteworthy. 

Tron and steel manufacturing: Improvement in pro- 
ductivity is conspicuous in various departments of the in- 
dustry. In the pig iron division, the popularization of mea- 
surement and quality control as well as the improvement 
in the technique of sintering and furnace operation has 
reduced ceke consumption. Also, in the steel division, 
thermal consumption per ton of steel ingot has been notably 
reduced. 

Cotton spinning, chemical fiber, paper-pulp production: 
A marked increased in labor productivity has been achieved 
through the adoption of highly efficient technique for auto- 
mation and continuity. 

Ammonium sulphate and cement divisions: Consump- 
tion of vital raw materials and labor hours have been con- 
siderably reduced. Improvement in the supply of fuel and 
motive power, as well as the repletion of equipment, have 
been the principal factors. 
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The advance of technological production has contributed 
to the strengthening of the international competitive power 
of certain merchandise which, as a result, have succeeded 
in finding new markets. 

Such a trend is particularly noticeable in the case of 
chemical fibers, such as staple fiber and rayon, in the field 
of textile productions; ships, high-class cameras and sewing- 
machines for house use in the field of machinery; iron and 
steel, aluminum and titanium in the field of metals; am- 
monium sulphate in the field of chemical products; and 
cement in the field of ceramic products. 

A big problem is plant technique. Japanese technique 
for plants, except in the case of shipbuilding, still falls short 
of the standard of the advanced Western countries. 

The improvement in productivity resulting from the 
advance of industrial technique, however, is affecting the 
labor situation. Automation, for example, is resulting in 
decreased employment. At the same time, however, it must 
be noted that in some sections of industry, the technological 
advances are resulting in greater employment. 

Among them are: The production of auto-tricycles, 
sewing-machines and synthetic resins in which cases the 
invention of new products and improvements are resulting 
in the development of new markets and in the expansion of 
the scale of production; the production of iron sand and 
pyrite in which case the technique for utilizing domestic 
resources have been advanced; and the production of pas- 
senger cars in which case imports have been replaced by 
domestic production. 


Basic Factors for Progress: Japanese technical progress 
is due in a large measure to such basic factors as various 
researches, induction of foreign technique, inventions and 
patents and industrial standardization. 


Induction of foreign technique: The enactment of the 
Foreign Investment Law in 1950. greatly helped the induc- 
tion of foreign technique. The number of technical as- 
sistance contracts entered with foreign firms for a period 
longer than one year on the basis of the Foreign Investment 
Law reached a peak of 182 cases in fiscal 1953. Although 
the number tended to decrease thereafter, the amount of 
payment for the aid received increased yearly, totalling 
approximately Y4,700,000,000 (approximately $13,000,000) 
in fiscal 1954. 
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The technical aid contracts entered with foreign firms 
for a period not longer than one year on the basis of the 
Foreign Exchange Control Law increased year after year 
during the period from fiscal 1950 through 1954. The total 
as of the end of June 1955 reached 548 cases valued at 
Y4,250,000,000 (approximately $11,800,000). 

Among other formulae for the induction of foreign 
technique was the purchase of machines and apparata or 
samples of them. These have also contributed greatly 
to the elevation of the standard of Japan’s scientific know- 
how. 

Inventions and patents: Applications for patents and 
utility models steadily increased in the post-war years 
until they surpassed the prewar level. In fiscal 1953, they 
totalled approximately 65,000 cases. Japan thus ranked 
third in the world after Germany and the United States 
in the number of applications for patents and utility models. 


Industrial standardization: The enactment of the Indus- 
trial Standardization Law in 1949 served to deepen popular 
recognition of industrial standardization. As of the end 
of August 1955, the number of products with industrial 
standards totalled approximately 3,800. The practice of 
stamping JIS (Japan Industrial Standard) on products is 
being widely accepted. 

Technique Defects: Despite the spectacular progress, 
Japanese technique in general is still defective when com- 
pared with that of leading Western nations. For example: 


1. Japan lacks the ability to develop its own original 
technique; 2. Research into details of production tech- 
nique is insufficient; 8. Coordination among divisions 


of industry in the development of new technique is incom- 
plete. 

Japan must exert greater efforts than other advanced 
countries in order to raise its industrial technological level. 
In this connection, Japan must eliminate excessive depen- 
dence on foreign technique and instead cultivate initiative 
and originality. It will be extremely difficult for Japan to 
survive international competition in the field of industrial 
technique as long as it depends heavily upon foreign coun- 
tries. 

As the situation now stands in Japan, Government ex- 
penditures for the promotion of natural science are far 
from sufficient. They amounted to Y10,000,000,000 (ap- 
proximately $28,000,000) in fiscal 1953. This amount is 
equivalent to only one-fiftieth of that spent in the United 
States, one-tenth that of the United Kingdom and one-third 
that of West Germany. 
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This fact demonstrates the urgent need of (1) increas- 
ing the budget broadly to finance scientific research; (2) 
integrating national research organizations; (3) Giving 
more positive financial aid to civilian organizations under- 
taking research work for the State; and (4) encouraging 
worthwhile private researches with State subsidies. 


Other ways in which an autonomous structure can be 
realized for scientific research include: (1) Establishment 
of a Scientific Technological Information Center to collect 
and distribute technical data; (2) Formation of an appro- 
priate organ to conduct industrialization experiments on 
successful research. This means positive Government aid 
not only for research which deserves speedy industrializa- 
tion but also for private research of national importance 
where costly industrialization experiments are virtually im- 
possible. (3) Extension of State loans at moderate in- 
terest rates for the industrialization of new techniques born 
out of successful experiments. 


Liaison and collaboration among the various fields of 
industry must be improved and strengthened in developing 
new techniques. In other words, similar enterprises or as- 
sociated enterprises are advised to conduct technical research 
On @ common basis in order to assure their effectiveness. 
For this purpose, the adoption of the “research union sys- 
tem” which is extensively in operation in European countries, 
including the United Kingdom, is considered desirable. 

Inter-plant coordination, known as “combinat”, which 
is seen in chemical and metallugical industries, is a practice 
which should be adopted for the sake of economization in 
general. 


Large enterprises should help to positively promote the 
technological levels of their subsidiary enterprises. This 
will serve to fill the gap between the large and small enter- 
prises. 


Prospects: There ars reasons to believe that Japans 
industrial technique will make another big stride in the next 
10 years. Greatest progress is expected in the synthetic 
fiber, synthetic resin and electronics fields—the industries 
which are rapidly reaching a state of maturity. Automation 
and the aircraft industry will follow. 

Hopes are placed on the utilization of sea water and on 
the extraction of saccharoid from lumber—techniques which 
are considered most suitable for Japan. These techniques, 
though still undeveloped in Japan, have already reached a 
high state of development in Western countries. For this 
reason, Japan must redouble its efforts to further raise 
its technological level. 
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HONGKONG COMPANY 


HONGKONG LAND INVESTMENT 
& AGENCY CO., LTD. 


The annual general meeting was held on March 26, 


1956. The following are extracts from the statement by 
the chairman, Mr. H. D. M. Barton: 
REDEVELOPMENT 


In his Statement a year ago, the Chairman mentioned 
that after considerable diticulty with the piling and founda- 
tions, the main construction work for the second portion 
of Alexandya House was going forward satisfactorily. The 
new building is now rapidly nearing completion and most 
of the new tenants will be able to take over their premises 
by the end of March. This portion of Alexandra House 
will therefore have taken about twenty-seven months to 
complete. The whole building, taking first and second sec- 
tions together, will provide some 278,000 square feet of 
offices, showrooms and basement space at a total cost, in 
round figures, of $16,000,000. All this accommodation has 
been taken up at rents which will yield a satisfactory return 
on the investment. With this property, as with others in 
the same locality, we are fortunate in that the location 
itself assures us of a continuing demand for the accommo- 
dation provided; this assurance enables us to pursue a policy 
of moderate but steady rentals which in turn helps to popu- 
larise our buildings and to strengthen further the solid 
foundations of our undertaking. 


In August of last year I addressed a circular letter to 
all Shareholders with regard to the purchase by the Com- 
pany of the property at No. 18 Pedder Street, then owned 
by Jardine, Matheson & Co., Ltd. A condition of the pur- 
chase was that the ‘Company should proceed to redevelop 
the site immediately upon the completion of Alexandra 
House. The terms of the purchase were attractive from 
the Company’s point of view especially in that they gave 
what was in eftect vacant possession of the site. During 
the time required for the redevelopment of the property, 
Jardine, Matheson & Co., Ltd. will be accommodated tem- 
porarily in Alexandra House and will in due course move 
back to the new building which will be known as Jardine 
House. I hope we shall see this new building completed by 
the Autumn of next year. Following the decision to pur- 
chase and redevelop No. 18 Pedder Street, we have had to 
postpone the proposed redevelopment of King’s, York and 
Union Buildings. If conditions remain favourable, how- 
ever, this project will proceed upon the completion of Jar- 
dine House. 


ACCOUNTS 


The profit for the year amounted to $7,017,017, an im- 
provement of $87,961 over the figure for 1954. No new 
buildings were completed during the year and there have 
been no further permitted increases in controlled rents. 
Nevertheless, opportunities were taken as they arose to 
negotiate new tenancies at higher rentals. Mainly as a 
result of these negotiations, rent revenue for 1955 improved 
by $108,000. 


The results obtained by the Agency Department have 
again improved. Gross receipts from fees and commissions 
amounted to $205,411. However, after allowing for the 
$155,230 expended during the year to meet the cost of 
operating this Department (these expenses being included 
under “Administration Charges’) the net profit amounted 
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to $50,181. This represents an increase of 50% over the 
results for 1954, and I am sure that the return will continue 
to improve. 


The year’s profit from the Gloucester Hotel declined 
by $43,708 as compared with 1954. Revenue from lodgings 
was down by $52,000, almost entirely as the result of a 
period of poor business during the Summer of 1955. The 
net profit for the final Quarter, however, was $113,000, a 
marked recovery which compared favourably with the $102,- 
000 for the last three months of 1954. It is not easy to 
see how best to solve the off-season problem; a seasonal 
reduction of hotel charges is not likely to attract tourists 
to Hongkong unless transportation and other costs are also 
reduced. No doubt a genezval relaxation of passport and 
visa restrictions for transit pasSengers intending to stay 
here tor a few days only will encourage more visitors to in- 
clude the Colony in their itinerary. The generally unsettled 
conditions in many parts of the Far East and South East 
Asia during the early part of the year must have discouraged 
many Summer visitors who usually plan their tours some 
months ahead. We can, however, hope that visitors will 
come in greater numbers this year, and in anticipation of 
this we are extending our air conditioning to include the 
Dining Hall, Lounge and some additional bedrooms. 


Turning to the Balance Sheet, I would draw attention 
to the increase in the total of Issued Capital and Capital 
Reserves from $27,175,000 to $35,486,000. An issue of 
100,000 shares at a premium of $35.00 per share was made 
by private treaty in October, 1955, to raise $6,000,000 of 
the funds required for the purchase of No. 18 Pedder Street, 
adding $2,500,000 to Issued Capital and $3,500,000 to Share 
Premium Account. Another 200,000 shares were offered to 
Shareholders at par in September last, in the ratio of one 
new share for five existing shares, to rank for dividend from 
the Ist January, 1956. 92,440 of these shares had been 
issued by the 31st December, 1955, adding $2,311,000 to the 
nominal value of shares issued. The sum of $2,623,900 
which appears-under the heading New Shares Account, was 
received on the acceptance of a further 104,956 shares of 
this Issue, but too late for the shares to be allotted before 
the close of the year. On the Assets side of the Balance 
Sheet the sum invested in Land increased by $6,200,000 
following the purchase of No. 18 Pedder Street. Further 
expenditure on building construction during the year 
amounted to $3,539,255 mainly for Alexandra House. At 
the close of the year the balance of Cash at Bank stood at 
$5,262,741, of which $3,340,000 has since been invested in 
the purchase of David House, a six-storey office building on 
9,449 square feet of land at the corner of Des Voeux Road, 
Central, and Pottinger Street. 


FINANCIAL POLICY 


The basic aim of a land investment company must be 
to make the most effective use of its properties, bearing in 
mind that these holdings are intended to be long-term in- 
vestments. In the case of the Company’s older properties, 
it is clear that the only way to make full use of the land 
is to pull down the old buildings, which are now uneconomic 
having regard to the potential value of the sites on which 
they stand, and to redevelop the properties by constructing 
large modern buildings in their place. Although there is 
still a waiting list for accommodation in our Central District 
properties suificient to fill three or four new office buildings, 
we are unable to deal with more than one redevelopment 
project at a time. It would be quite easy to find room for 
the upper floor tenants of two or three old buildings in one 
new building, but the same is not true of ground floor space. 
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It is mainly the difficulty of finding alternative accommoda- 
tion for these tenants that has prevented us from going ahead 
more rapidly with our programme of reconstruction. From 
the time of clearing the old building until final completion 
a redevelopment project for a new office building which is 
to cost about $8,000,000 will take about two years, At this 
rate of redevelopment, the Company must find further capi- 
tal amounting to about $4,000,000 per annum. The Com- 
pany’s finances have been adjusted so as to provide for the 
cost of redevelopment on this scale and at the same time to 
maintain the customary dividend of 16% (gross) on the 
par value of the paid-up share capital. After allowing for 
tax at 123%, this dividend is equivalent to a tax-paid return 
of 14%, or $3.50 per share, per annum. 


As the Company’s finances are now arranged, about 
60% of the cost of new construction is provided from re- 
invested reServes.. The remaining 40% will be raised by 
the issue of new share capital. The return on the rede- 
veloped property must be sufficient to maintain the customary 
rate of dividend on this new capital, with a margin to cover 
Taxation at 123% and the transfers to Reserves which the 
new property must in its turn contribute towards the cost 
of further redevelopment. This means that on the present 
scale of reconstruction, which calls for the expenditure of 
about $4,000,000 per annum, $1,600,000 (or 40%) will be 
raised by the issue of further share capital and $2,400,900 
(or 60%) will be available from reinvested reserves. 


_ If we are able to earn more than the normal return to 
which these figures are related, there will be a surplus which 
will no doubt in due course be reflected in the terms on 
which further issues of share capital can be offered to Share- 
holders. By this method of balanced financing it is anti- 
cipated that Shareholders will continue to receive the cus- 
tomary rate of dividend on their investment and a share 
of the increasing value of the Company’s undertaking as a 
whole. At the same time I think we can fairly claim that 
the Company is making a valuable contribution to the de- 
velopment and general prosperity of the Colony. 


While therefore it is your Company’s policy to con- 
tinue to redevelop its properties in the Central District of 
Hongkong, I should nevertheless like again to repeat the 
assurances which former Chairmen have given, that if the 
demand for new premises in our buildings should decline to 
the point where we could no longer be reasonably sure of a 
Satisfactory financial return from further rebuilding, a halt 
will be called. I must add that despite the appearance of a 
growing number of other new office buildings which may be 
expected to offer competition to our own Central District 
properties, there is at present no sign that our next new 
building will not be fully let at satisfactory rentals. Our 
application list for new tenancies is now longer than ever. 


HONGKONG TELEPHONE CO., LTD. 


The following are extracts from the printed statement 
circulated to shareholders by the Chairman Mr. H. R. M. 
Cleland: 


During 1955, over 7,000 new telephones were connected 
and, at the end of the year, the total number of telephones 
in service was 56,700 compared with 49,504 at the end of 
1954. The provision of these new services has required 
the installation of over 9,000 miles of twin copper wire 
contained in approximately 75 miles of underground cable. 
In addition to these new services, a heavy load was placed 
on your Company’s staff by the very large number of re- 
movals. Approximately 5,000 telephones were required to 
be moved from one place to another throughout the year, 
mainly due to the demolition of old structures and their 
replacement by new buildings. Although the number of new 
telephones installed was a record for any one year in _the 
history of the Company, the number of fresh applications 
for service during the same period exceeded the number 
of new lines so connected. In addition to the very low cost 
of the service, this is probably due to the fact that the 
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greater the number of subscribers connected to the system, 
the more generally useful the service becomes. 


Three new automatic exchanges were installed, the 
largest of which was Cameron Road, Kowloon, with an initial 
capacity of 5,400 lines. Another new exchange of 1,000 
lines was installed to serve the Peak District and a third 
exchange of 400 lines was provided to serve the Tsun Wan 
area. 

A considerable amount of development work was car- 
ried out in the New Territories, including the provision of 
new buildings to house satellite exchanges at Castle Peak 
and Ting Kau. Unfortunately, some time must elapse be- 
fore this work can show results, as work occasioned by the 
Tai Lam Chung Reservoir scheme makes it impossible for 
us to install new and vital junction cables until road re- 
construction nears completion. 


Plans for the new West Exchange Building were ap- 
proved by the Building Authority during the year and, after 
some delay due to boulders encountered, pile-driving has 
now been completed. The new exchange to be installed 
in this building has an initial capacity of 12,000 lines 
capable of extension to 19,000 lines. The manufacture of 
the necessary equipment is reported to be proceeding ac- 
cording to schedule. Additional equipment for East and 
Central Exchanges was received and is now being installed. 
This equipment will provide service for 4,500 additional 
subscribers in the near future. Although we have under 
installation and on order, apparatus for nearly 20,000 sub- 
scribers, the demand for service is such that it has become 
necessary to formulate further major development projects, 
specifications for which are now in preparation. These 
projects will require further heavy capital expenditure to 
which I will refer later. 


Radio Telephone Services: Revenue from these ser- 
vices again shows a fall amounting to $77,279, due tu the 
decreased use of the China circuits. In co-operation with 
Cable & Wireless Limited new services were opened to Ber- 
muda, Chile, Czechoslovakia, Karachi, Saigon, Peru and 
Uruguay. These new services, however, in common with 
most long distance circuits, produce but little revenue, the 
Company's share being but 74% of the sums collected. 


Accounts: The profit from Telephone Working Account 
shows an increase of $1,176,709 over the previous year, due 
to an increase in subscriptions arising from the increase 
in the number of lines. The increase in the Company’s 
operating revenue has reSulted in an increase of $672,980 
in the profit transferred to Appropriation Account which 
also shows an item of $40,970 for unclaimed dividends for- 
feited. This item represents pre-war dividends, the bene- 
ficiaries to which cannot be found despite a long search. 
Capital Expenditure during the year amounted to $5,702,977 
of which General Plant accounted for $5,261,719 and Land 
and Buildings $303,471. The Company’s progressive De- 
velopment Programme will require further heavy Capital 
Expenditure during the next three years and, as the Com- 
pany lacks adequate funds, the capital will have to be in- 
creased to $30,000,000. To registered holders of the 1,900,- 
000 shares, the Company will offer eleven new shares at par 
for every complete nineteen shares they hold. The new 
shares will rank for dividend as from the ist July, 1956 to 
the intent that, in respect of the financial year ending 31st 
December, 1956, any dividend payable on the new shares 
shall be half of that payable on the old shares. Payment 
in full will be required on or before 30th June, 1956. The 
Company can expect to maintain an annual dividend of $1.50 
per share on a capital of $30,000,000. However should 
there be any unforeseen delays in the shipping or installa- 
tion of the new equipment, the anticipated increase in re- 
venue may be adversely affected. 


GREEN ISLAND CEMENT CO., LTD. 


The Company reported a nett profit of nearly $5 million 
for the year 1955. In his statement, Mr. D. Benson, Chair- 
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man of the Company said inter alia: In the year just ended 
production of cement was the highest in the history of the 
Company. This increased output has severely taxed the 
existing capacity in both the raw mill and cement mill sec- 
tions, and also facilities for handling deliveries of the very 
large quantities of raw material. The new plant and 
machinery will fortunately alleviate both these difficulties 
this year. 


The arrangements made early in the year with the 
Airport authorities at Kai Tak worked quite satisfactorily, 
and, although from time to time on bad days one or both 
kilns had to be shut down, for most of the time the mills 
were operated at capacity. Our growing experience with 
our particular type of electrostatic precipitators has enabled 
us to make continuous improvements in their performance. 
With new and improved equipment and an extension in the 
size of the precipitators, we will be able to do still better. 
During the current year, we will spend $300,000 for two 
new transformer rectifiers which will enable us to operate 
at the higher voltage essential for successful precipitation 
without flashovers. We are also adding a third bank of 
electrodes to the two banks in the precipitators. These 
measures will further reduce the amount of dust in exhaust 
gases. 


Sales fortunately took care of the increased production 
and were particularly satisfactory in export markets. As 
a result, we made a nett profit of $4,831,065.71, (after de- 
duction of all charges, depreciation and tax). According to 
Appropriations shown in the Accounts, the General Reserve 
stands at $4 millions, the Chinese Superannuation Fund at 
its previous level cf $400,000 and ths Insurance Reserve at 
$375,000 while the Carry Forward has been substantially in- 
creased. During the year we invested some surplus funds 
in Bank and Insurance shares. 


THE STAR FERRY CO., LTD. 


In December last year, the Star ferries carried the 
highest monthly total of passengers since 1945. The total 
for last year was just over 35,000,000. This was reported 
by the Chairman, Mr. H. D. M. Barton in his printed state- 
ment which reads: Financially, the year 1955 was a satis- 
factory one for the Company. It is, however, a matter of 
regret that I am still unable to give you any information 
on the proposed cross-harbour tunnel. At the last annual 
meeting you were advised that until a decision was reached 
by Government on this project it would not be prudent to 
go ahead with our programme of capital expenditure. Al- 
though a year has passed, no information has been forth- 
coming and the Company therefore has no option but to 
postpone the building of the two new vessels originally 
scheduled for construction in 1956. 


Compared with the previous year there was a slight 
increase in traffic during 1955 when we carried a total of 
35,070,000 passengers in 138,655 crossings. The increase 
accrued during the ias. quarter and in December reached 
the highest monthly total since 1945. The average daily 
load was 96,080 and the maximum daily load was 130,800. 


The service was maintained without a break through- 
out the year; there were no interruptions due to typhoons. 


With the addition of the “Oriental Star’, we had seven 
vessels in operation last year and during peak periods were 
operating a three to three and a half minute service. This 
service is the speediest that can be maintained from the 
existing piers. During the year a further two vessels were 
constructed, the “Celestial Star” and the “Radiant Star’. 
Both were launched in December and will be operating 
throughout 1956. These vessels were fitted with straight 
diesel engines and the “Golden Star” also had this type 
of propulsion machinery installed during the year. When 
the new vessels are run in it is our intention to dispose 
of the “Meridian Star” immediately and later on the “Night 
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Star”. Both these vessels are over 30 years old. The 
fleet will then consist of two diesel electric vessels, three 
straight diesel and two of the pre-war steam launches. 


The total expenditure, since 1945, on rehabilitation 
and new construction of fleet totals $10,811,000. Under 
rebuilding programme it was originally intended to spend 
a further $3,996,000 on another three vessels within the 
next two years. This plan is now postponed. Construction 
of the new ferry piers has commenced on both sides of the 
harbour and it is hoped that we shall be operating from 
them early in 1957. 

Once the mew piers are in operation there will be no 
necessity to impose any restrictions on the service during 
annual repair work. 


Due to the increased passenger load our earnings in 
working account were $92,000 higher than in 1954 while, 
despite the addition of another vessel to our fleet, the ex- 
penditure showed a nominal increase of only $37,800. The 
cost of operating straight diesel, engined craft is considerably 
lower than that for the old steam driven craft. This means 
that although we shall be operating a larger fleet, the run- 
ning costs should not show any marked increase. In the 
profit and, loss account the revenue shows a_ substantial 
gain due to a profit on the sale of some of our share invest- 
ments which were liquidated to help finance the cost of the 
new craft built during 1955. This sale will mean thai in- 
come from dividends will be down in 1956. 


THE RUBBER TRUST, LTD. 


Mr. W. A. Welch, Chairman, said in his printed state- 
ment: The output for the year was just over 6,867,000 
pounds, being some 130,000 pounds more than the previous 
year. The average price realised was just over 93 Malayan 
cents per pound, as against 57 Malayan cents per pound, 
but costs in Malaya were considerably higher, at 61.95 
Malayan cents against 49.26 Malayan cents per pound. The 
reasons for the increase in costs are increased wages and 
increased taxes and cesSes. During the year a net amount, 
after taking credit for cesses returned, of over HK$1,300,000 
was spent on Replanting and the Upkeep of Replanted Areas. 
In addition, some HK$30,000 was spent on the Upkeep of 
New Plantings. 


We have now built two new factories, one on Alma 
Estate in the North, and the other on Senawang Estate in 
the South. On Alma Estate we have installed new sheeting 
equipment and also creping plant, and we are at the moment 
in the process of extending the drying facilities, so that full 
advantage can be taken of these two installations. .Share- 
holders will be interested to know that on Alma it. was pos- 
sible during the year to earn some extra profit by buying 
outside scrap and lump and processing it into compo 
crepe. 


On Senawang Estate we have just completed the in- 
stallation of a new sheeting and creping and also a con- 
centrated latex plant capable of handling the equivalent of 
200,000 pounds of dry rubber per month. This latter plant 
has come into operation during the last month or two, and 
the first returns show excellent results. °We hope during 
the coming year to process in due course, in addition to 
Senawang latex, all the latex from our Repah and Cheng 
group of Estates. We have managed to sell the concen- 
trated latex produced so far at a satisfactory premium. 
On Senawang we are also increasing the drying capacity, 
so that we can process outside scrap and lump as well as 
our own into compo crepe. On both Alma and Senawang 
we can, when -necessary, produce pale amber unsmoked 
sheet, which from time to time commands a prémium over 
smoked sheet. Expenditure on factories should now be at 
a very minimum for many years to come. 


_ Our next heavy item of Capital Expenditure is for 
buildings to house the extra labour which is required, as our 
replantings gradually come to maturity. During the cur- 
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rent year an amount of approximately HK$300,000 has 
been estimated for. At the present moment the Company 
employs some 2,500 labourers, and provides accommodation 
for them and approximately 1,300 dependants. In addition, 
the labour ave provided with various amenities, including 
free medical attention and other health benefits. We are 
also gradually improving living conditions of all the la- 
ue by providing, where possible, electric light and radio 
sets. 


During the year a Government scheme was announced, 
whereby a replanting subsidy of M$400 per acre would be 
granted, and it is our intention to take full advantage of 
this subsidy as soon as possible. We are doubling our re- 
planting programme laid down some years ago, and we now 
intend to replant in 1956 some 1,300 acres. If you look 
at the Appendix attached to the Directors’ Report, you will 
see that we have concentrated most of our replanting on 
one or two Estates, with the result that on Alma Estate 
we will, by the end of 1956, only have about 290 acres of 
old seedling rubber left out of a total planted area of 2,135 
acres. Similarly on Senawang Estate, we shall only have 
about 390 acres of old rubber in a total planted area of 
2,906 acres. The next Estate on which we are going to con- 
centrate is Tebong. This Estate contains a large amount 
of old rubber which is all being drastically tapped in order 
to obtain every ounce of rubber we can. We nave managed 
so far to replant some 1,500 acres out of the 4,000 acres. 
We intend to do 500 acres each year until the whole area 
is completed; we may even try to tackle 1,000 acres in one 
year. The Company has had great success on Senawang and 
Tebong Estates in the use of heavy machinery, and a suc- 
cessful technique has been developed, which should ensure 
that large areas of the order of 500 acres per annum can 
be successfully cleared, planted and upkept. A _ start is 
being made this year with replanting Bukit Sembilan Estate, 
where there is excellent soil, and another 158 acres are going 
to be replanted in the Cheng group. It is not intended to 
carry out any replanting at all on the Estate in Burma, New 
Amherst, owing to the uncertainty in that country. 


Just recently we soli Cemambu Estate for a very 
satisfactcry price. This Estate is a long way from all the 
other properties belonging to the Company, being situated 
at Kuantan, halfway up the East coast of Malaya. 


Es- 
the 


During the year, the outermost division of Repah 
tate, See Kee, was brought into production in spite of 
grave difficulties and dangers. This division had been out 
of production since the start of the emergency in 1948. We 
hope that security conditions in this area will continue to 
improve, so that we can exploit this division fully. 


We are faced with a confused and difficult situation in 
Burma, as recently the Government of Burma have appointed 
a Rubber Sales Board, through whom all rubber sales have 
to pass. The regulations are not clear, and the exact func- 
tions of the Board are not plainly understood. As a result, 
we have two to three months’ crop from New Amherst 
Estate in godowns in Burma which we are at the moment 
unable to sell. We hope that the situation will clarify it- 
self soon, and that the sales will proceed smoothly, and we 
shall be able in due course, to remit the profits made in 
Burma. 


Recently, it has bezn possible to finalise our tax posi- 
tion, and after the payment of this year’s assessment, all 
Malayan income tax matters will be up-to-date. 


The balance on Profit and Loss Account for the yzar 
shows a sum of HK$1,482,093 after transferring $470,536 
to Depreciation Reserve and charging all net Replanting 
costs, Staff Commissions etc. This balance has been carried 
to Appropriation Account. The balance brought forward 
from the previous year was $90,631, and after adding net 
income and adjustments in respect of previous years, there 
is a balance of $1,584,742; $854,825 will be absorbed by 
the payment of a dividend of 20c per share and $729,917 
carried forward to the next financial year. 
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HONGKONG TRAMWAYS, LTD. 


The Chairman, Mr. H. D. M. Barton, in his statement 
circulated to shareholders said: The year 1955 was a satis- 
factory one from every point of view. The volume of traffic 
handled again created new records for revenue received, 
pasSengers carried, car miles run and net profit earned. 
The year under review marks the 10th complete year of 
operations since the liberation of the Colony, and the accom- 
panying table shows the progressive growth in traffic during 
this period. 


Passengers Car Cars in Service 
Year Carried Miles (Daily 

(Millions) (Millions) Average) 
1946 50.6 2.6 57 
1947 66.2 3.8 80 
1948 87.9 4.3 96 
1949 109.1 4.3 100 
1950 112.0 4.2 109 
1951 134.0 5.3 116 
1952 133.6 53 iby) 
1953 136.8 5.8 allies 
1954 141.6 6.1 120 
1955 146.0 6.4 122 


During the Chinese New Year when 139 tramcars wera 
put on the road, a new high point was reached by transport- 
ing as many as 3.5 million passengers in seven days. Last 
year 26 old type bodies were replaced with new ones. Al- 
together, 119 car bodies have been replaced since the car 
body replacement project was started in 1950. A further 
five new tramcars were added to the fleet in 1955, bringing 
the total at the year end up to 136. Work is at present in 
progress in building an additional 10 tramcars. 


Another project completed last year was the Russell 
Street Depot Re-building Scheme which began in 1952. Alt 
tramcars are now housed in the new depot, and the King’s 
Road Depot was demolished. The Company now possesses 
a modern depot and workshop, which along with the other 
new buildings included in the scheme, have greatly improved 
the cverall working efficiency. The programme of renew- 
ing rails continued throughout the year without interrup-, 
tion. Unfortunately, delivery promises of new rail from 
the United Kingdom are still unreliable, and in order not 
to fall behind with the schedule, some orders were placed 
elsewhere. The renewal of track in Wongneichong Road 
near the Jockey Club, in conjunction with the Public Works 


.Department’s plan for widening that road was _ satisfac- 


torily completed. In addition, the old turning circle at Cause- 
way Bay was removed, and a new track laid. Other sec- 
tions of track renewed during the year included Percival 
Street and parts of Connaught and Hennessy Roads. Per- 
mission from Goverament was recently received to lay new 
rail in the city arex along Des Voeux Road, and work on 
this section is now progressing. 


In 1955, another 40 flats were built to house our em- 
ployees on our land at King’s Road, bringing the total up 
to 160. During the current year, it is intended to com- 
plete the development of this site by the construction of a 
further block of about 100 flats. On the whole, relations 
between the management and labour have shown an im- 
provement. Towards the end of the year joint consultation 
machinery was eStablished, after elections had been held 
for the workers to choose their own representatives. Meet- 
ings are now held every month between the workers’ re- 
presentatives and the Manager to discuss matters of com- 
mon interest. At present, there is every indication that 
this innovation will prove of benefit to labour relations 
within the Company. 


The credit balance from Working Account at $8,336,- 
136, is $348,165 greater than the year before. ‘This reflects 
the improvement in traffic revenue during the past year. 
The $100,000 debited to Profit and Loss Account in re- 
spect of the Scholarship Fund represents the amount your 
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Board decided to allocate for this purpose in 1955. It 
should be mentioned that some legal difficulties have delayed 
the setting up of the trust for this Fund, but we are hoping 
that it will soon be established by ordinance. As a result 
of the year’s working, Government, benefits to the extent 
of about $2,800,000 ahs Royalty and Taxation. The net 
profit available for appropriation is $5,407,924 which, with 
the balance brought forward from last year of $274,186, 
gives a total of $5,682,110. The interim dividend of 40 
cents, less tax at 123% already paid, absorbed $1,023,750, 
leaving a balance of $4,658,360 which will be dealt with as 
follows:— To appropriate to General Reserve $800,000; to 
pay a final dividend of $1.25 per share $3,656,250. ‘This 
will leave to be carried forward to the next account the sum 
of $202,110. As a result of amendments made in Septem- 
ber 1955 to the Inland Revenue Ordinance, Corporation 
Profits Tax is now no longer deducted from dividends, and 
this therefore applies to the Final Dividend recommended 
in respect of the year 1955. Expressed on a net basis, the 
total distribution for the year is equivalent to $1.60 per 
share. Starting with 1956, the Company will pay out a 
greater proportion of the total dividend as an interim. 


HUMPHREYS ESTATE AND 
FINANCE CO., LTD. 


A profit of $660,192, an increase of $29,172 over the 
previous year, was reported by Mr. W. A. Stewart, Chair- 
man, at the annual general meeting held on March 22. In 
his printed statement, the Chairman said: In presenting the 
Accounts for the year ended December 31, 1955, it is neces- 
sary to explain that the year was one of important deve- 
lopment. This has involved capital expenditure of $4,245,- 
476 which was partly covered by the new issue of shares, 
completely subscribed at the end of June, 1955, bringing 
in $3,250,000 fresh capital. The capital expenditure yielded 
a very small return in 1955, but substantial benefits will 
accrue in ;the current year. 


The building programme outlined last year met with 
some unavoidable delays but most of the 35 flats of the 
new Tregunter Mansions were ready in the middle of 
November and all are now occupied at satisfactory rentals 


FAR EASTERN 


Economic REVIEW 


and on long leases. Work on “Clovelly Court” commenced 
in June 1955 and should be ready for occupation at the 
end of April. This project comprises eight large flats fac- 
ing the harbour and*twelve small two-room flats facing 
May Road. 


Other capital expenditure during the year covered the 
purchase,of the property at 15 Peak Road. This forms an 
important addition to our assets, as it is the last link in 
preserving the May Road area from overcrowding and from 
view obstruction. This site adjoins our Chartered Bank 
site and together they offer much more scope for attractive 
development. Old Tregunter Mansions are in process of 
being demolished and that site together with the adjoining 
area at 3 May Road represent another suitable asset for 
future development. The Company has given first con- 
sideration to rebuilding Kowloon properties, covering an 
area of some 40,000 square feet, and plans are being pre- 
pared for a combined commercial and residential building. 
Should these plans materialise, heavy expenditure will be 
involved implying the issuing of further shares, and if 
that is necessary, as much notice as possible will be given 
to shareholders. 7 


NORTH POINT WHARVES, LTD. 


Announcing an increase of about 12 per cent in profits 
for 1955, Major S. M. Churn, Chairman, stated at the 
annual meeting held last month that tonnage handled by 
the North Point Wharves Ltd., had increased by 30 per cent 
during the year and that the Wharves had worked to an 
average of 95 per cent capacity throughout the year. Ad- 
dressing shareholders Major Churn said inter alia: The 
profit for the year under review was $536,619 equal to 7.6 
per cent dividend, as compared with $480,583 or 68 per 
cent in 1954, an increase of about 12 per cent. During the 
year Godown “H” was completed by the addition of two 
floors, adding 10,000 tons space to the total capacity. Dur- 
ing the year we have not received any claims for pilferage 
or damage to cargo in our care. 


The sum of $1,570,308 was appropriated as follows: 
$352,250 for the payment of a dividend of 50 cents per 
share; $90,000 for taxation 1956/57; $50,000 for bonus to 
the staff; and $1,078,058 for carrying forward to 1956. 
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